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H. V. KALTENBORN... His first book, We Look At The 
World, was “written” entirely into the Dictaphone. Today 
Dictaphone helps keep him on top of a busy schedule as 
featured writer, lecturer, and radio news commentator. 





W. M. DOBSON, Vice-Pres. 
Pennsylvania Indemnity Corporation, Philadelphia 
".. hurries up handling of details 
without slighting them...more 
time for thinking and planning." 


THE NEW PROGRESS 
CABINET DICTAPHONE 





KALTENBORN EDITS SOME ‘“‘NEWS”’ 





CHARLES E. FERNALD 
Fleisher, Fernald & Co.,(CPA‘s), Philadelphia 
"...complete adaptability to my 
time and requirements..inability 
to misquote me.." 





R. J. McSOLEY, Executive Asst. Mgr. 
Hotel Statler, Boston, Mass. 


...It means a great deal to me 
to work alone..my secretary free 
to head off interruptions..." 


NOW MAIL THIS ae . 


There is only one true Dic- j 
taphone. It is made exclu- 
sively by Dictaphone Cor- 
poration at Bridgeport, 
Conn.; sold through our 
own offices in 96 cities. We 
invite your inquiry. Noj§ 
obligation is implied. 

Trade-Mark of Dictaphone Gargenatiee’ 


Makers of Dictating Machines and Acces- 
sories to which said Trade-Mark is Applied. 


FOR DICTAPHONE 


An enthusiastic “Dictaphoner”™ himself, Mr. Kaltenborn 
was impressed, during a visit to our offices, by the 
many types of business men using Dictaphone, and by 
the many reasons for their praise of it. “It’s a lot more 
than ‘a modern dictating machine’ to these men,” he 
said. ‘Why not quote their letters in your ads? They're 
twice as interesting as anything you could say!’ So we 
let him select a few to quote. If he’s right, and they 
make you want more of the story of Dictaphone’s use- 


fulness and place in business today... just mail us the 


coupon below! 


F. GOODCHILD, Pres. 

J. & J. Cash, Inc., South Norwalk, Conn. 
"...the greatest time saver. .I 
told him..you have to go a long 
way to beat the Dictaphone..." 


G. W. PATTERSON, Credit Mgr. 
American Cyanamid Co., N.Y. 
"Correspondence on the double- 


quick..instant readiness to take 
memoranda..knock down details." 














a ES 
lor 90 Lexington Ave., N. 
» Sales Corp., 420 ng re 
oe Dicta ek Sales Corp. Ltd 
it : lest, Toronto 


Dictaphone 
In Cana apho 
86 Richmond Street, 

2one a 

talk with someo 
as ress Cabinet at no expt 
y = ail 3 
: New Progress I 


bout the loan of a Dictaphone 
“4 3¢ to me. 

| should like t oie 

in the New Pre 


Send me a copy of the 


CF-6 


orttolio. 


Name 


Company 


Address 




































ake 


" 


NEW SAN FRANCISCO 
HEADQUARTERS OF THE 
NORTH AMERICA GROUP 


This attractive new building at 222 
Sansome Street, San Francisco, is 
now the headquarters of the Pacific 
Coast departments of the North 
America Group. Of reinforced con- 
crete, steel frame and faced with 
stonework, it is said to be the most 
modern business structure on the 
West Coast. It has four stories, with 
a penthouse and sun deck on the 


roof for the employees. 





When 





STABILITY 


Dependable insurance is the backstop 
of credit. The 146-year record of the 
Insurance Company of North America 
in its prompt and equitable settlement 
of claims and its huge financial re- 
sources have made North America 
Policies synonymous with dependable 
protection. Jn the San Francisco fire 
and earthquake of 1906, both Insur- 
ance Company of North America and 


its afliated company, The Alliance In- 
surance Company of Philadelphia, were 
on the Roll of Honor of the Bulletin 
of the National Association of Credit 
Men among those companies settling 
their claims in full. The gross loss of 
the Insurance Company»of North 
America was about $4,650,000 
and that of The Alliance about 
$1,300,000. 


Insurance Company of 
North America 


PHILADELPHIA 


and its affiliated companies write practically every form of insurance except life 
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Ten a od 
SOCIAL SECURITY RECORDS 


At one writing, this new low-priced Burroughs 
Desk Bookkeeping Machine produces pay 
check (or pay envelope), employee’s statement 
and a record of the employee’s earnings and 
deductions. 


Large concerns find that certain accounting 
jobs in different departments can now be 
mechanized at extremely low cost with this 
new Burroughs. 


Small concerns find that it gives them the ad- 
vantages of complete machine record-keeping 


as TU 4a a gate with a minimum investment. 


Let the Burroughs representative show you, in 
your own office and on your own work, what 
these savings can actually mean to you. Tele- 
phone the local Burroughs office, or mail the 
coupon for free, descriptive folder. 


FOR ADDING AND Nitin esiiiniieasiereiiisinaabidaiabeienitaiimnen nn -7 


OE WOn( | __MAIL THIS COUPON! | 


[ Burroughs Adding Machine Company 
6166 Second Blvd., Detroit, Mich. 





Because it writes dates, adds debits, subtracts 
credits and extends the new balance, this 
modern Burroughs posts any ledgers, writes 
monthly statements, and handles all miscel- 
laneous figure-work inexpensively. 





The famous Burroughs Short-Cut Keyboard | a your folder describing the new Burroughs Desk Bookkeeping | 

provides the fastest method for listing, add- | oe 

ing and subtracting amounts. Subtraction Name | 

is as fast and easy as addition. l se a I 
tree ity. _I 
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“Squaring-up” 


America was built by courageous men. Our pioneers never fal- 

tered in their industry or determination when they transformed 

a potentially rich wilderness into a civilized nation. Many were 
well along in years when they undertook the task. They were con- 
cerned not only in improving their own lot in life but also about the 
opportunities they could leave to their children. They made sac- 
rifices and suffered privations in the hope that dividends from their 
effort would continue to flow long after they had passed into the 
great beyond. 


The nation today needs to recapture some of that courageous, 
pioneering spirit. 


It is courage, not cowardice, to accept a reasonable governmental 
deficit to tide us over an emergency period. Such action indicates 
faith in the future. But the acceptance of a reasonable, temporary 
deficit should always be accompanied by a complete determination 
to make repayment as early as possible. ‘To continuously accept 
annual deficits of staggering amounts, with seeming indifference to 
the need of repayment, is a mark of cowardice. It evidences a 
weakening of moral fiber. 


As certain as night follows day, our national budget must soon be 
balanced unless we wish to confiscate all wealth. Are we too cowardly 
to face the situation? It does require courage to suggest that our 
deficits be cut and then act on that suggestion. Meet them by a re- 
duction of governmental expenditures if we can, but meet them we 
must. And if we cannot reduce expenditures enough, then let us 
courageously levy taxes to pay our bills, irrespective of the tax bur- 
den this policy inflicts. 


If we let no one who earns an income escape such taxes, perhaps 
such a courageous stand may stimulate a tax strike which would 
force governmental reduction of expenditures. But whether or not 
it did so, the willingness to “square-up” our bills is an obligation 
that the present generation must not evade. Loading more debt on 
the over-burdened shoulders of the next generation is unfair and 
uneconomic. 


Executive Manager, N.A.C.M. 









LONG DISTANCE sexs 


DIPLOMA FOR DIPLOMACY 


The Vice-President of a large southern firm says: “The collection of delin- 
quent accounts is facilitated by the tactful use of Long Distance. Cancelations 
and complaints are also diplomatically adjusted by this means. Often addi- 
tional orders can be secured on the same telephone contact.” e Such tributes 
to the value of Long Distance are frequent from credit executives in varied 
businesses. There are ample reasons why. Long Distance is rapid 


... direct... personal ...in every sense a “good-will ambas- 





4 
sador.” And cheaper than ever at the present reduced rates. 
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H. B. WRIGHT, Republic Steel Corporation, advocates 


Streamlining credit work 


During the past forty years credit 
men have accomplished a vast de- 
ly velopment in technique. We have 
seen the growth of Credit Men’s 
Associations from small beginnings to 
bodies of great influence and impor- 
tance in the conduct of business life. 

The credit man must first of all be 
absolutely honest and trustworthy. His 
promises must be held inviolable at all 
times, as otherwise the whole fabric of 
credit structure would break down. 
Conversely, it follows that his agree- 
ments and promises may never be light- 
ly made or given without serious con- 
sideration. He must have a broad, 
liberal education in addition to experi- 
ence in his own vocation, including the 
friendly acquaintance of his fellow- 
credit men. He must have an analytic- 
al mind so that he can resolve prob- 
lems into their component parts and 
recognize their essential elements. He 
must also exercise extreme thoroughness 
and be alert at all times. 

According to “Main Street Medita- 
tions” a few days ago, a mother was 
backing her car down a street of slowly 
moving traffic. “If I hit anybody,” 
she told her daughter, “you holler.” 
“Why should I?” returned the daugh- 
ter placidly. “If you hit anybody, 
they'll holler.” 

The credit man must be so alert, to 
be successful, that he can make his de- 
cisions and embark on his course of 
action before anyone “‘hollers,” for by 
that time the damage has been done and 
it is too late. In other words, the 
doubtful account must have been kept 
under control long before Dun’s pink 
slip arrives stating that “on January 
28th the Smith-Jones Company was 
sued by the Brown-White Company 
for a past due account of $1,000, and 
the appointment of a receiver request- 
a 

On the other hand, unless his com- 
pany enjoys the unusual position of 





always receiving more orders than it 
can fill, the credit man must be 
“SALES-MINDED,” anxious to ex- 
pand sales whenever and wherever it 
can be done with a reasonable degree 
of safety, even though he knows ahead 
of time that the taking on of a certain 
account will mean a great deal of 
additional work for him and probably 
add a few gray hairs to his head. 

It is necessary for him to exercise 
the most careful scrutiny of all infor- 
mation which is available on the sub- 
ject at hand. He must possess self- 
control, forbearance and patience under 
trying circumstances. Not only must 
he be resourceful under unforeseen con- 
ditions, but he must be tactful at all 
times and pleasant and sympathetic so 
as to invite confidence. Still, he dare 
not be sentimental or easy-going, as it 
is necessary that he possess a judicial 
temperament and be level headed under 
all circumstances. He must not allow 
his sympathies to get the better of his 
judgment. Above all, he must possess 
the courage of his convictions. 

Not long ago a credit man of my 
acquaintance was asked at 11:45 A. M. 
on a Saturday to approve credit on an 
order amounting to several thousand 
dollars from a concern which had not 
been a customer for several years pre- 
vious. The salesman represented that 
the order was a very desirable one, but 
that the customer must know that very 
day whether it would be accepted on 
open terms. Such information as the 
credit man had on file indicated that 
the credit of the customer was decidedly 
questionable, and after considering the 
matter for a few minutes he told the 
salesman, “Well, if you cannot wait 
until Monday and must have a definite 
answer today, the answer is—no.” 

On the following Monday he began 
to make a thorough credit investiga- 
tion, in the course of which, thanks to 
his friendly acquaintances with the 
credit men of other concerns in lines 


. 


of industry similar to his own, he 
learned that the customer was so far 
in arrears on his heavy indebtedness to 
his usual sources of supply that they 
had all refused to make further ship- 
ments until their past due accounts 
were paid. ‘This credit man had the 
pleasure of entering that very order 
about five days later on the terms which 
he laid down—“one-third cash in ad- 
vance with sight draft against bill of 
lading for the remainder.” 

The credit man must be a student, 
in that he must possess the ability to 
study such things as go over his desk. 
He must understand the principles of 
the best credit and collection corre- 
spondence. Many a customer has been 
retained or lost because of the wording 
of the credit man’s letter under deli- 
cate circumstances. The Sales Man- 
ager can write the customer a letter, 
and if the price, goods, delivery and 
terms are satisfactory he need not 
worry very much about whatever else 
he says. On the other hand, if the 
credit man is writing to a customer 
the subject is ofttimes a “touchy” one 
and must be handled with extreme care. 
Good English does not make a good 
credit man, but a good credit man uses 
good English. 

In this connection I am reminded 
of a church in a small town which be- 
came very much straitened in its fi- 
nances—to such an extent that the Pas- 
tor’s salary was unpaid for several 
months because the members did not 
pay their pledges. The Treasurer was 
a mild-mannered old gentleman who 
feared to offend the members by in- 
sisting too strongly on payment of their 
obligations. 

The Elders finally decided that mat- 
ters couldn’t go on as they were and 
concluded that perhaps if they were to 
appoint as Treasurer a newcomer to 
the town he might have better success 
in collecting money. Accordingly, they 
selected a rather aggressive young man 
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to speed modern business 


who was a newcomer to the city, and 
after he had occupied the office of 
Treasurer for a few months he suc- 
ceeded in collecting enough money so 
that the Pastor’s salary was paid in full 
and there was a comfortable balance 
in the treasury. 

This, however, did not suit every- 
one, for one of the Elders remarked 
confidentially to a friend: “I’m afraid 
we'll have to make another change and 
get another Treasurer for our Church.” 

The friend replied: “I don’t under- 
stand that. I was under the impres- 
sion that this one had succeeded in 
collecting a lot of past due pledges 
and that for the first time in years the 
Pastor’s salary is now all paid up and 
that you have a good balance in the 
bank.” 

“That’s true,” replied the Elder, “but 
he has so little education! He sends 
out the most awful letters! I know, 
because I got some of them myself. 
He spells “deadbeat” “dedbete’”; 
“crook” “cruk”’; “liar” “lyer”, and 
“skunk” “skoonk”. 

The credit man must be rather well 
versed in psychology and should make 
a study of economics, which is the sci- 
ence of the principles of business. In 
addition to this he must, of course, 
have a general knowledge of account- 
ing, banking, finance and currency and 
must be, to some extent, familiar with 
commercial law. 

In the Credit Department of a ‘large 
concern the work must necessarily be 
subdivided among a number of per- 
sons. In our department there is a 
Credit Manager, in general charge of 
the department, who is responsible to 
the Treasurer; there is an Assistant 
Credit Manager, who performs the 
duties of the Credit Manager in his 
absence, but usually a good deal of the 
work is divided between the Credit 
Manager and the Assistant Credit 
Manager. 

Che Chief Clerk has general charge 


—. 


of the office, the routing and distribu- 
tion of mail, and in general lays out 
the work for various other members of 
the department. ‘Then, there are a 
number of credit checkers or authoriz- 
ers, who pass on the orders presented 
to the department for approval. The 
great majority of the orders need not 





H. B. WRIGHT gives some valu- 
able hints to credit departments. 


go beyond these credit checkers for 
approval, but the unusual order—one 
in which there is a very definite credit 
problem involved—is naturally referred 
either to the Chief Clerk, the Credit 
Manager or the Assistant Credit Man- 
ager, or even, in some acute cases, to 
the Treasurer for final disposition. 

In many companies collections are 
handled by the Credit Manager him- 
self, but when the number of custom- 
ers is too large to permit this, collec- 
tions are usually delegated to a “col- 
lection department,” consisting of one 
or more individuals who handle most 
of the correspondence and telephone 
calls pertaining to that part of the work 
and in some cases make personal visits 


in order to collect past due accounts. 
This “collection department” may be 
simply a branch of the Credit Depart- 
ment or, as in our company, it is a 
branch of the Treasury department. 
In any case, however, the credit men 
and the collection men must work hand 
in hand and always have ready access 
to each other. 

In our company and in other com- 
panies with which I am acquainted, the 
collection department handles what may 
be termed “routine” collection matters. 
When the case is aggravated, as, for 
example, when an account becomes so 
old or the financial situation so pre- 
carious that some special attention is 
necessary, it is referred back to the 
Credit Department, which will handle 
it from then on. 

If the account is given to an attor- 
ney, or if a creditor’s extension or some 
form of insolvency takes place, a new 
folder is immediately started concur- 
rently with the account being trans- 
ferred to the “suspense” section of ac- 
counts receivable. The credit folder is 
then stamped “Caution! See suspense 
file.” ‘This new file is called the “sus- 
pense folder.” It is kept entirely sepa- 
rate from the regular credit folder in 
the credit department and is handled 
by that department. In it are filed 
copies of proofs of claim, correspond- 
ence with attorneys, receivers, credi- 
tors, committees, etc. 

By means of a “tickler” system it is 
brought out from time to time for the 
necessary attention and is kept alive 
until either the account is paid in full— 
yes, we do have some such cases in re- 
ceiverships—or, as more often happens, 
the receiver or trustee comes out with 
the melancholy announcement “There 
are no further assets available for dis- 
tribution to general creditors.” The 
suspense file is thereupon marked 
“closed” and filed in a separate case 


‘from the open ones—those on which 


there is still a possibility of some fur- 
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ther recovery being made. Some of 
these suspense files remain open for 
years, but even after being closed they 
form a very convenient reference for 
looking up the history of an insolvency 
case. 

Let’s go back now to the more pleas- 
ant subject—the account which does 
not go into receivership, bankruptcy, or 
even become that latest foundling to be 
left at the door of the credit man—a 
case of “Reorganization under Section 


77-B.” 


fore, in rather close touch at all times 
with certain divisional sales offices 
which handle that particular product. 
This system has seemed to us to be a 
more workable solution of the problem 
than to divide the customers up ac- 
cording to their geographical location. 

Naturally, it frequently happens that 
the same customer will be buying prod- 
ucts some of which come under the 
jurisdiction of one credit checker and 
other products which come under the 
supervision of another credit checker. 








On “Automatic Revision”, Mr. Wright says: 


‘‘When the credit folder is started, a card 
is at once made for the ‘revision tickler.’ 
This folder will then automatically be pul- 
led out at the desired date, usually about 
a year later, for revision. Some accounts 
of course, need revision more frequently 
than once a year and in these cases we 
find the new INTERCHANGE AUTO- 
MATIC REVISION a valuable service.”’ 








In any organization where the vol- 
ume of orders is such that no one per- 
son can pass on all of them as to credit, 
the work of approving or questioning 
them must be divided in some way. In 
some concerns the division is simply an 
alphabetical one, the customers from 
“A” to “C” being given to one man, 
those from “D” to “J” to another, and 
so on. Other companies use a geo- 
graphical division, which seems to be 
a more logical one for two reasons: 
The party handling all credit matters 
within a certain district can make per- 
sonal calls on the customers much more 
readily and can also acquire a clearer 
understanding of local conditions than 
would be the case if his customers are 
scattered all over the world. 

Still other companies—of which ours 
is one—divide the work among the 
“credit checkers,” or, as we term them, 
“order passers,” according to the prod- 
uct involved. This is because our com- 
pany markets a greatly diversified line 
of products, the sales of which are 
handled by various sales divisions. Each 
credit checker, or order passer, is, there- 


Therefore, it is obvious that the closest 
harmony must prevail at all times be- 
tween the various credit checkers, all 
of whom are located in one room. 

One great advantage of this system 
is that generally more than one indi- 
vidual is familiar with the circum- 
stances pertaining to any particular ac- 
count. These men all have ready access 
to the control card, which I will at- 
tempt briefly to describe: This is really 
a letter-size folder, ruled on the outside 
in such a way as to permit the entry 
of each order as it is approved. The 
outside of the folder, therefore, shows 
at all times the date and number of 
each order as it is approved, the class 
of material and the quantity involved. 
Inside the folder there are filed carbon 
copies of the monthly statements of 
account, running back through the pre- 
ceding twelve months. 

In most cases, then, the credit auth- 
orizer can determine at a glance the 
approximate amount of orders recently 
approved and which have not yet been 
shipped. If a more exact determina- 
tion must be made, it will, of course, 





become necessary for him to contact 
the Order Department and determine 
the exact amount of orders on the books 
unfilled and also to get in touch with 
the Accounting Department and deter- 
mine the exact ledger balance. 

Naturally, in the credit department 
of a large company it is necessary to 
have all the time-saving equipment pos- 
sible. We use the teletype in commu- 
nicating with our branch offices, and 
we also make use of inter-office tele- 
phones in communicating from one 
room to another. Dictaphones are in 
constant use, not so much because of 
any saving in the time of the operator 
but because we find that they are a 
great time saver for the party doing 
the dictating. 

Our credit folders are filed by a 
numerical system, all names of cus- 
tomers being recorded on cards kept in 
a kardex file, showing the particular 
number applying to each customer. 
This credit folder, of course, contains 
mercantile reports and credit corre- 
spondence. It is our practice to ana- 
lyze the financial statement, whether 
obtained through a mercantile agency 
or direct from the customer, so that a 
comparison can be obtained of the cus- 
tomer’s progress over any given period. 
The credit folder not only holds all 
recent reports, but shows, at all times, 
just what mercantile reports have been 
ordered. It is a double folder contain- 
ing, in addition to mercantile reports 
and financial statements and analysis 
sheets, an insert folder for credit and 
extra copies of collection correspond- 
ence. 

When the credit folder is started, a 
card is at once made for the “revision 
tickler.” This folder will then auto- 
matically be pulled out at the desired 
date, usually about a year later, for 
revision. Some accounts, of course, 
need revision more frequently than once 
a year, and in such cases we find the 
new “INTERCHANGE AUTO- 
MATIC REVISION” a valuable 


service. 


When a new name is looked up in 
Dun, a check-mark is placed against 
that name, thus indicating to the next 
observer that someone in the depart- 
ment already has it under investigation. 

We carry a credit folder on each 
active account. When an account be- 
comes inactive for two or more years, 
the credit folder is put in a transfer 
file, which is not quite so accessible as 
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the current file but is always available 
in case of need. Usually the credit 
folder is initiated before the first order 
is filled, perhaps when the first inquiry 
is received. At that time the usual 
mercantile reports are ordered, and in 
some cases references are consulted, fi- 
nancial statement analyzed, etc. This 
information is kept in a preliminary 
file, but as soon as an actual order from 
that customer is received, the prelimi- 
nary file is made over into an active 
credit folder. 

Every month all past due accounts 
are listed on what we term the “age 
statement,” showing each account aged 
by months. A copy of this, as well as 
a complete list of notes receivable, is 
on the desk of the Credit Manager, 
Assistant Credit Manager and each 
credit authorizer. Every day the cash 
payments are listed on a sheet, a copy 
of which is circulated over the desk of 
each of these parties. Also, a carbon 
copy of each statement of account is 
kept in a binder in the collection de- 
partment, accessible at all times to any 
interested member of either department. 
On some accounts whose financial situ- 
ation is of unusual importance to us, 
we require the services of an expert 
accountant who is able to go over the 
books of a customer and make a com- 
plete audit. This expert accountant is 
a member of the department, but a 
large part of his time is taken up out- 
side the office. 

All the persons mentioned so far are 
obliged to maintain contact with cus- 
tomers, not only by correspondence and 
telephone but by personal calls. Natu- 
rally, most of the out-of-town calls are 
made by the Manager, the Assistant 
Manager or by the accountant. 

In addition to the people listed above, 
there are, of course, several stenogra- 
phers, dictaphone operators, file clerks, 
mail clerks, order clerks, etc., whose 
duties are about the same as those of 
persons engaged in similar work in 
other organizations. All incoming mail 
is stamped with an “INSTO” time 
stamp, showing the exact time mail is 
received in the department, and orders 
sent to us for approval are stamped 
both in and out so that there is a 
permanent record showing how much 
time is consumed by the credit depart- 
ment in approving each order. 

Mercantile reports are all passed over 
the desk of each credit checker before 
going out to be filed in the credit 


folders. A carbon copy of every letter 
written in the department is bound up 
into a little booklet entitled “THE 
DAILY MAIL,” and this also is cir- 
culated through all the credit checkers. 

For certain warehouses where im- 
mediate delivery to the customer’s truck 
is frequently necessary, we have “ap- 
proved lists” containing the names of 
customers whose credit standing is un- 
questioned. ‘This permits the ware- 
house manager to make immediate de- 
livery to the customer. In some cases, 
of course, it is necessary to limit the 
amount which can be supplied without 
the specific approval of the credit de- 
partment. Whenever an “approved 
list” is used, it must be prepared with 
extreme care and be kept under con- 
stant supervision. 

In all systems it must be always kept 
in mind that when conditions change, 
it may become necessary, or at least 
advisable, to alter the system. 

In the iron and steel industry, for 


example, it is noticeable that many ° 


epochal changes have taken place within 
the past half century, which has seen 
the origin and gigantic development of 
steel produced by the Bessemer, open 
hearth and electric processes to such 
an extent that the old - fashioned 
wrought iron has been largely supplant- 
ed in modern use. It has seen the 
changes in transportation from water 


gasoline motor power. In the case of 
utility power plants it has watched the 
usage go from steam back to water 
power and has seen transportation go 
from land to that of the air, and in 
some notable cases back to water by 
canal and river. 

There are major trends, of which 
the above are only a few, in all in- 
dustries, and these changes nowadays 
take place with a great deal more ra- 
pidity than was the case fifty years ago. 
It took the railroads over 25 years to 
change from wrought iron to steel in 
many of their specifications, while a 
modern automobile maker thinks noth- 
ing of making a much greater change 


‘within as: many months. 


When the horse-drawn vehicles, car- 
riages and wagons gave place to autos 
and trucks, it meant that the vehicle 
maker was obliged either to turn to 
the manufacture of motor vehicles or 
some other product which was in de- 
mand, as some did, or else gradually 
drop out of business, as many more 
concerns did. 

So the Credit Department must be 
quickly adaptable to changing condi- 
tions—changing not only insofar as it 
concerns what you sell and to whom 
you sell it, but what to the credit man 
is necessarily more vital—the effect of 
market changes on the financial condi- 
tion of some particular customer or 





“Approved List” for frequent customers 


‘For certain warehouses, where im- 
mediate delivery to customer’s truck 
is frequently necessary, we have ‘‘ap- 
proved lists’’ containing the names of 
customers whose credit standing is 
unquestioned. This permits the ware- 
house manager to make immediate 


delivery to the customer. 


In some 


cases, of course, it is necessary to limit 
the amount which can be supplied with- 
out the specific approval of the credit 


department. 


Whenever an ‘approval 


list’ is used, it must be prepared with 
extreme care and be kept under con- 
stant revision.”’ 





(canal) to steam and electricity; from 
horse-drawn to motor-driven vehicles. 
It has seen the decrease in the use of 
steam and electric motive power by a 
corresponding increase in the use of 


group of customers. ‘The credit man 
must be constantly alert to the trend of 
affairs, to all major changes taking 
place in various lines of industry and 
in financial and economic conditions. 
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stirred with news of the discovery 

of gold in California. The lure 

of gold has always quickened the 
imagination of people. Over the prai- 
ries and across the mountains, in sail- 
ing vessels “round the Horn” and 
through the “Golden Gate,” humanity 
poured in search of gold. The hard- 
ships, privations, struggles and disap- 
pointments of these adventurous groups 
form a dramatic chapter in the history 
of the United States. The gold rush 
marked the real beginning of our west- 
ern empire. 

Only a few were successful in their 
search for the yellow metal, but there 
were many who, keenly disappointed 
with their prospecting failure, did not 
turn back. Resolutely they stayed on. 
Through industry and perseverance, in 
time they gleaned a golden harvest. 
The golden gates to the promised land, 
which for a while seemed a mirage of 
disappointment, proved real. The pro- 
ductivity of the soil, the unsurpassable 
port facilities, the great forests, the 
black petroleum of the earth endowed 
a more lasting prosperity than the nug- 
get-laden streams or the gold-flecked 
sands. 

Neither bank failures, real estate 
booms, fires nor floods could for long 
divert these people, who had trekked 
across a continent, from attaining the 
security- they sought. In the fiesta 
spirit so common to this section of the 
country, the hardships and struggles, 
the privations and the sufferings were 
forgotten. Their personal industry 
gave them courage and confidence. 
They learned that neither natural nor 
economic law fail in their rewards to 
to those who have the will to work 
and the patience to persevere. 

The golden ideal of security is held 
within the breast of every man. It is 
the driving force of civilization. And 


“ Ninety years ago the world was 
v 





by HENRY H. HEIMANN, 
Executive Manager, N. A. C M. 


well it is that this is so, for what great- 
er aim can there be than a better world 
in which to live? 

Recorded history is largely an ac- 
count of repeated efforts to develop 
that condition of plenty, peace and 
happiness which we are still striving 
to reach. But history is also replete 
with instances of misguided ambition, 
of lost hopes, in the innumerable at- 
tempts to attain that state—attempts 
proving failures because of false pro- 
grams. If the past teaches us any- 
thing, we should note that whenever 





Reprint 

In the April, 1938, issue of “Office 
Management,” this Canadian pub- 
lication reprinted the article by 
Morris Bernhard on the credit side 
of personal loans which appeared 
in the February issue of “Credit and 
Financial Management.” 





man has sought to attain security with- 
out adequate compensation of personal 
effort he has failed. Indeed the price 


of security is the practice of the home- . 


ly virtues of labor, thrift, charity, pa- 
tience and self-respect. 

Our ambitions and problems today 
are the ambitions and problems of the 
ages. Basically, there is little historic- 
ally new in our condition. Situations 
like ours have confronted many nations 
before. In the history of Carthage, of 
Rome, of the flourishing cities of Italy 
during the Middle Ages, of Holland, 
of England, and of Germany you will 
find a strikingly similar duplicate of 
our present economic adversity and the 
resulting impasse between government 
and business. 

The peace and tranquillity of a peo- 


Golden gates 


ple, however, depends to a large de- 
gree upon the form of government and 
the type of administration. The first 
signs of disturbance within a nation are 
apt to occur when it is involved in an 
economic shift. History records the 
maladjustments when a grazing land 
becomes a cultivated farm land, when 
cities gain dominance over the farms, 
when industry outranks agriculture. In 
the transition to an industrial country, 
population concentrates in urban com- 
munities, bringing with it the ‘social 
problems so common to this age and 
every other age in which there has been 
a change in the manner of living. 

In the field of labor, in the early 
days of the evolution from an agricul- 
tural to an industrial country, child 
labor, sweat shop conditions, long 
hours, inhuman treatment, were too 
frequently prevalent. One need only 
go back a century to witness in Europe 
the wholesale employment of children 
so tender and young in years that it 
seems difficult to understand how hu- 
man beings could have been so heart- 
less. Farmed out like convict labor, 
working too many hours a day, allowed 
no recreation, with poor food for their 
emaciated bodies, these children were 
in virtual slavery. Even in our own 
nation some of our earlier citizens in- 
dicated, in their plea for a shift from 
an agricultural to an industrial nation, 
that such a development would make 
it possible to take our children off the 
streets and put them to work in the 
factory. 

It is this dark first chapter in our 
industrial evolution that causes us un- 
told difficulties, now that we are com- 
pletely industrialized. A tradition of 
unfair treatment of the mass of people 
grows to greater size over the years 
and when they rise to power, they cause 
the pendulum to swing to the other ex- 
treme. Then follows an equally in- 
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tolerant attitude on the part of certain 
irresponsible labor leaders who seem 
to take delight in spreading the doc- 
trine of hatred for fair-minded indus- 
try of today because of the sins of the 
industry of the past. At the moment 
the exploitation of the mass of workers 
by irresponsible labor leadership is the 
great American racket. 

When irresponsible labor evangelists 
depict workers as being downtrodden 
and portray industry in the unattrac- 
tive role of a Simon Legree, many peo- 
ple forget that almost every state in the 
union now has legislation regulating 
the employment of children, that child 
labor has been largely eliminated, and 
that working hours have been reduced 
by a third. 

A century ago about three-fourths 
of our people were gainfully employed 
in agriculture. ‘Today about 25 per 
cent are so employed. This, in itself, 
indicates the sweeping changes that 
have come over our land. 

The pattern of our present-day busi- 
ness problems is much like that in the 
past. Industry expands, reaches out 
for more power, grows in size and in- 
fluence. Soon a condition develops in 
which the forces of competition make 
it dificult for industry to secure an 
adequate return upon its capital. At 
that time only a few industrialists may 
move towards a standardization of 
price and an interlocking of manage- 
ment but these acts quickly bring down 
the hand of governmental regulation. 
A few narrow and selfish business lead- 
ers bring on a program of regimenta- 
tion by government. It may express 
itself in such a form as our National 
Recovery Act, a movement that has 
historical parallels in many countries 
down through the centuries. It may 
take root in anti-trust laws such as 
Germany attempted in the past cen- 
tury and we in the early years of the 
present century. 

Instead of calmly analyzing the fac- 
tors which have brought about our con- 
dition and re-building along sound 
lines, efforts are made through panacea 
acts and catch-phrase laws to maintain 
an uneconomic situation on the one 
hand, or through “crack-down” meth- 
ods to force fearful compliance by bus- 
iness on the other. 

The spirit that motivates such gov- 
ernmental policies is understandable. 
It may be observed, however, that it 
is better idealism to attempt to reach 
ideal conditions through practical meas- 


ures than by artificial and necessarily 
temporary expedients that cannot and 
do not last. It is these attempts that 
then bring the government to steps such 
as spending programs, plans to redis- 
tribute wealth, or sometimes confisca- 
tory inflationary programs. Repeatedly 
in the world’s history these plans have 
been tried. Always they have failed 
because of their lack of fundamental 
soundness. 

The men and women of this nation 
must learn to understand the basic dif- 
ference between an emergency hypo- 
dermic and a constant resort to injec- 
tions. The one may aid in a crisis; 
the other makes a new crisis inevitable. 

In abandoning the old order of 
things the present age seems to justify 
its acts by the false doctrine that “new 
situations demand new remedies.” In 
our own case the passing of frontiers 
is used as an irrefutable argument that 
we no longer have the same opportuni- 
ties to overcome a temporary period 
of adversity. The mind that conceives 
this situation limits frontiers to geo- 
graphical sections and fails to realize 
that a nation as young as this could 
not possibly in a few centuries exhaust 
its frontiers. 

Our frontiers are only limited by 
the practical imagination of our peo- 
ple, the restrictions of invention and 
science, and the ultimate attainment 
for all of that high standard of living 
so desirable for our people. Here then 
are limitless frontiers. 

Too often adverse periods develop 





R FC loans 


for business 


Circular number 13, revised, has 
been issued by the Reconstruction 
Finance Corporation to provide in- 
formation regarding loans to busi- 
ness enterprises. Copies are avail- 
able from the United States Govern- 
ment Printing Office, Washington, 
D.C. 

The circular lists requirements, 
terms, conditions, purposes, eligi- 
bility, security, solvency, charges, 
salaries, dividends, audits, bank- 
cooperative loans, security pur- 
chases, information to be filed and 
method of filing, loan agency loca- 
tions, as well as the Congressional 
Acts applicable to this type of 
loans. 


uneconomic philosophies of despair. In 
illustration, there is today a feeling 
among our people that, perhaps, we 
have reached our peak, that from this 
point forward life will not be what it 
was in this country. Our mental ap- 
praisal of our own country is not up to 
par. Too many of our problems seem 
insurmountable. A fear psychology has 
gripped our people. 

And we must not be unconscious of 
the fact that the soil of continual fear 
made ideal ploughing for the European 
dictators as they raised their bumper 
crop of hate, mistrust, and cruelty. 

But how senseless ‘such an attitude! 
How blind to realities elsewhere is this 
state of mind! Is it not true that the 
world in general appraises our nation 
much higher than our own detractors? 
Are not we in self-defense forced to 
put up immigration bars to keep out the 
vast multitude who would make this 
country their home? Isn’t it ridiculous 
to discount opportunities here when the 
hope of countless individuals in the 
world is to put their feet upon our 
shores, that they may share in the op- 
portunity our country affords? 

A nation, it appears, is not without 
prophets, save in its own country! 

The so-called “60 families” of Amer- 
ica is but an echo of similar charges 
that have been heard in bygone days 
and other lands. In Rome it was 
charged that 2,000 people owned the 
nation. In France some critics said 
200 families had a first mortgage upon 
that country. In Germany 3 per cent 
of the population was reputed to con- 
trol over one-third of the wealth. 

I am not arguing whether or not 
these conclusions are accurate nor, if 
they are accurate, whether or not they 
are adverse to public policy. But hu- 
man nature being as it is, we must 
realize that, to some degree, rewards 
will always tend to go to the indus- 
trious and the ingenious. You cannot 
standardize human nature, neither can 
you fully equalize human possessions. 
Were it possible to redistribute wealth 
so that each of us would be possessed 
of a like amount, almost as soon as the 
redistribution had been effected the re- 
lationship would ‘have changed for 
there is no static condition in human 
affairs. 

The homely motto—‘shirt sleeves 
to shirt sleeves in three generations’ — 
attests fully to the fact that distribu- 
tion of wealth is not and cannot be 
static. 
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There can be no doubt that the even- 
tual objective of a wider distribution 
of wealth is desirable. It is equally 
true, however, that if wealth has been 
concentrated too much in this country 
it represents a condition that has de- 
veloped over a century. If we face 
facts courageously we must conclude 
it is ridiculous to assume that the fac- 
tors of a century can be reversed in a 
few years without plunging everything 
into chaos, 

If we agree that more evenly dis- 
tributed wealth is essential to insure 
the greater comfort, peace and happi- 
ness of our people, let us develop a 
program that will accomplish this over 
the years with the least discomfort and 
the least possible interruption to our 
normal economic forces. 

In this desire to discover a better 
way of life by adherence to fundamen- 
tal means of recovery, our minds need 
not be prejudiced. We must recognize 
new forces present in an old economic 
problem. Nor should we cast aside 
new methods of dealing with our eco- 
nomic problems, so long as the new 
methods are patterned upon tested fun- 
damentals. 

Unbalanced budgets, causing a lack 
of long-range confidence, have bunk- 
ered the durable goods industry in its 
effort to reach the recovery green. If 
the durable goods industry were oper- 
ating as it was in the 20’s, millions of 
our unemployed would be at work. 

Why is the durable goods industry 
the laggard in our recovery? Why 
did it fail to come through? Ask 
yourself under what conditions people 
build houses, buy machinery, erect 
plants, expand their business. Only 
when they feel safe, when they can 
see a profitable employment of capital. 
There must be reasonable certainty 
that an investment is going to give a 
fair return. But how can there be 
when budgets are unbalanced, when 
unwarranted labor demands are ever- 
present, when industry is guilty before 
it is tried, when the favorite sport of 
the time seems to be condemnation of 
business. 

Assume, despite all this, that there 
are men with a sort of berserk courage 
who dare to build. With what will 
they build? The durable goods indus- 
try moves forward on capital secured 
from bond and stock issued and from 
long-term loans. Find a man who, 
through thrift and industry, has ac- 
cumulated money, who constantly sees 


an unbalanced budget, who knows any- 
thing of financial history. Is he will- 
ing to buy bonds with a dollar of pres- 
ent purchasing power, not knowing 
what purchasing power will be repaid 
him when the bonds mature? Where 
is the man who is certain the dollar can 





Tax studies 
available 


During the past two years, the 
Twentieth Century Fund has made 
intensive investigations of taxation, 
big business, national debt and 
government credit, old-age secur- 
ity, and other current economic 
problems. Special committees in 
charge of each survey have drawn 
up programs and recommendations 
for action which are published with 
the research findings. To provide 
opportunity for more widespread 
discussion of these vital questions, 
Public Policy Bulletins, and leaf- 
lets based on the complete reports, 
have been prepared. These supple- 
mentary publications are available 


upon written request without 
charge. In addition a series of 


twelve informative poster-charts is 
available at a nominal rate. Write 
for further information to the Public 
Affairs Assistant, Twentieth Cen- 
tury Fund, 330 West 42nd Street, 
New York, N. Y. 





be held good for a period of fifteen or 
twenty years when year by year bil- 
lions of dollars are added to national 
deficits? Show me the man who will 
contract for a four year construction 
program when he doesn’t know that 
his labor rates will hold firm because 
some irresponsible business agent may, 
on the slightest pretext or without pre- 
text, call a strike or make a demand 
that cannot be met? 

Why is the durable goods industry 
the laggard in our recovery? I have 
given you some of the reasons, but there 
are others. Suppose an industry were 
willing to re-invest its earnings. The 
undistributed profits tax in effect dur- 
ing the past two years rather definitely 
discouraged such action for it implied 
that it is wrong to save for a rainy 
day. Hold a portion of earnings for 
expansion purposes and you pay a pen- 
alty in increasing proportion as your 





policies tend to aid re-employment and 
recovery by re-equipping, expanding, 
or otherwise investing your money in 
durable goods. 

Fortunately, this condition has been 
largely corrected even though the un- 
economic principle underlying the tax 
still remains and an increase, conse- 
quently, is always a possibility. 

Why is the durable goods industry 
the laggard in our recovery? Consider 
the capital gains tax. Why should 
men effect transfers of assets when, if 
profits ensue, the reward for their judg- 
ment and patience is represented by 
an added tax burden that cancels out 
the greater part of their gain. There 
will be very little capital gains to tax 
if the tax is in reality a confiscation 
of gains. Why should men try to real- 
ize gains? Is it not better to hold the 
assets, hoping that some day this puni- 
tive tax will be revised or repealed ? 

Why is the durable goods industry 
the laggard in our recovery? One im- 
portant contributing factor is the lull 
in expansion by the utility industry. 
And the lack of new activity is easily 
understood despite the fact that the ex- 
pansion possibilities in this field are 
vast. The utility industry is stymied 
by threats of government competition. 
Would you plan an extensive program 
when a subsidized competitor nearby 
can undermine your status? The an- 
swer is obvious. 

In fairness, we must admit that in 
the past certain utilities have resorted 
to practices which cannot be condoned. 
But we must not indiscriminately re- 
sort to present penalties for past mal- 
practices. The better utility manage- 
ments realize the import of the wrong 
actions in the past of men within the 
industry who were without ethics in 
their activities. And they are sincere 
in their frequent expressions that, in- 
sofar as possible, the industry will curb 
a repetition of these practices. 

Some logical solution of the utility- 
government impasse is essential if we 
are sincere in our recovery efforts. 
There comes a time when the general 
welfare of our people transcends the 
welfare of either private utility man- 
agement that will admit of no errors 
in the past and of government spokes- 
men who condemn an entire industry 
because of the conduct of a few. 

The public demands a compromise 
so that the industry can move forward. 

Responsible utility legislation is essen- 
tial and no man should expect the gov- 
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ernment to yield that right. But gov- 
ernment competition on an unfair basis 
should not be permitted. It is wrong 
to waste taxpayers’ money in dam con- 
structions for electrical development 
purposes, in competition with private 
industry. Such a development may 
well make unsound both investments. 
In the end it can only mean duplica- 
tion of effort, loss of capital, and added 
burdens upon the consumer or tax- 
payer.. The durable goods industry is 
waiting to fill real needs that will not 
be filled until there is a solution to the 
utility-government problem. 

The golden gates to the promised 
land of nationwide electrical usage are 
definitely locked. The key is a com- 
promise between government and pri- 
vate utilities. 

Why is the durable goods industry 
the laggard in our recovery? Let us 
turn to the field of housing. The short- 
age here is appalling. But houses are 
not being built. Why? One part of 
the answer, not the whole answer, is 
rigidity of costs. The high wage scale 
in the building industry, on an hourly 
basis, sounds attractive. On a yearly 
basis, it brings into play the full forces 
of the law of diminishing returns. It 
is no secret that bootleg rates have re- 
sulted through recognition of the ne- 
cessity of compromise. But people are 
not likely to invest in an enterprise 
where, to keep costs within reason, they 
must resort to bootleg agreements. 

The time has come for the mechani- 
cal trades to boldly demand of their 
labor leadership a reasonable annual re- 
turn. Coupled with this is the need 
of more flexibility in some material 
costs. Until these issues are solved, 
sound recovery in the housing indus- 
try will not return. 

And so we see, in this necessarily 
brief survey, that the durability of the 
nation’s prosperity is dependent upon 
the prosperity of the nation’s durable 
goods field. 

When the “men wanted” signs ap- 
pear over the doors of the durable 
goods industry, the breadlines in the 
nation’s streets and the red lines in the 
nation’s ledgers will be one with the 
snows of yesteryear. 

Nor will the golden gates to the 
promised lands be opened by “soaking 
the rich.” Who is it that is paying 
and will continue to pay for our spend- 
ing? Who bears the brunt of unem- 
ployment, of heavy taxation, of artifi- 
cially low interest returns, of govern- 


ment regulation beyond reason? On 
whose shoulders does the growing bu- 
reaucracy rest? There is but one an- 
swer—the middle class. 

No greater fallacy exists than the 
belief that the average man does not 
pay the tax burdens. Indirect taxes do 


not spare the scant purse. Men are 
turned back at the factory gates be- 
cause of the result of programs de- 
signed for their benefit. 

“Soaking the rich” is a _ Lorelei 
theme. It lures to destruction the ves- 
sel and the voyagers. 


Better wholesaling 


“The wholesaler always has been 
and is today, I think, the world’s 
worst advertiser, the wor!d’s 
worst propagandiser,” Chester A. 
Credier, Butler Bros., Chicago, de- 
clared recently before the National As- 
sociation of Woodwork Jobbers. “I 
do not like that word ‘propagandiser’ 
because it has a rather unhappy con- 
notation—but I use the word in its 
happier implication. ‘Educator’ is a 
better word than ‘propagandiser.’ 

“Apparently, the jobber has not un- 
derstood the importance of public re- 
lations; the importance of creating a 
favorable public reaction so that there 
may be a more honest appraisal of the 
strategic part he plays in the scheme of 
things. For twenty-five years you and 
we sat by and listened to the wise ones 
saying up and down America, for in- 
stance, that the little independent deal- 
er is going out of business and, of 
course, the wholesaler will follow be- 
cause he shall have no function to per- 
form. Little was done to combat that 
thinking. 

“Tt was in the middle of 1928 that 
the leaders in our business gave lodg- 
ment in their minds to a new type of 
thinking. They recognized the fact 
that if the wholesaler was to go ahead, 
it would be in direct proportion to 
what he did to enable his customer to 
go ahead. That was a significant 
change in thinking. It resulted in a 
three-planked platform: 

“First: Sound, modern wholesaling 
rests upon a sincere acceptance of the 
belief that the independence of the 
wholesaler and of the retailer are iden- 
tical and that the two must cooperate 
if either is to remain in business at a 
profit. 

“Second: Sound, modern wholesal- 
ing accepts the principle that all sound, 
modern merchandising is aimed at the 
consumer and starts by asking what 
article he wants and what price will 
he pay. 


“Third: Sound, modern wholesal- 
ing accepts the principle that promo- 
tion in the broad sense is part of mod- 
ern merchandising. 

“That platform compelled a com- 
plete reorganization in this great busi- 
ness. That business had always en- 
deavored to render an outstanding serv- 
ice to its customers but now they began 
to devote brains and energy and mil- 
lions to the development of a new type 
of service which, when used by the in- 
dependent, enabled him to function 
alongside the smart, professional, ag- 
gressive chain organizations. 

“First of all, we as jobbers will ac- 
cept the fact that the wholesale func- 
tion is present in all forms of distribu- 
tion, né matter what you call it, and 
that the logical and most economical 
way of performing that function is 
through a wholesale organization which 
effects great economies by doing the 
job for an army of producers on a co- 
operative basis under one roof. 

“Secondly, we will accept the prop- 
osition that we can make ourselves ab- 
solutely indispensable to the industry 
which we represent and to our cus- 
tomers. 

“Third, we will devise ways and 
means of building a program based up- 
on a type of service such as we have 
never dreamed we could render to our 
customers. But we cannot begin to 
give them the service they need until 
we know intimately their problems.” 


News vs. history 


The only difference between history 
and current events is a matter of time. 

History—last month’s newspaper, 

yesterday's market quotations, 

the financial statement of January 
Ist, 

six months’ old ledger experience in- 
formation. 

Current Events—today’s newspaper, 

today’s market quotations, 

Credit Interchange Reports. 
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Income accounting and 


the base-stock inventory 


by ROSS G. WALKER, Professor of Accounting, Graduate School of Business Administration, Harvard U. 


(This concludes the series of two articles 
by Professor Walker which began in last 
month’s issue.) 


The Opposition: 
The opposition to the principle of 
base-stock inventory accounting 
lu has of course been largely that of 
well-settled authority, and for 
that reason has been little more than 
a condescending frown of disapproval. 
Even with this, it is commonly the 
vaguest sort of disapproval. There is 
a rare instance or so in which the 
writer or speaker has attempted to at- 
tack certain of the fundamental prem- 
ises or suppositions of those who 
favor such accounting, such as the idea 
of the involuntary commitment in the 
basic inventory, or the theory that in- 
ventory gains and losses may be pre- 
sumed to be offsetting over the years. 
But the case is rarer still in which the 
opponent carries. his argument through 
to a logically satisfying conclusion. 

The usual statement is a mere kind 
of negative gesture, or a clear begging 
of the question. Aside from this, it is 
almost always hard to tell from what 
is said in opposition to the base-stock 
idea whether the writer or speaker 
disapproves of alleged facts as to in- 
ventory operations, or whether, ac- 
cepting such facts, he nevertheless can- 
not accept the alleged meaning of such 
facts in the light of admittedly good 
accounting practice. 

Opposition opinion, however, runs 
to such contentions as the following: 
Base-stock accounting covers up the 
natural varying facts of business opera- 
tion; it is the function of the operating 
statements to show these variations; if 
these variations are not reported, man- 
agement will not have the proper clues 
to corrective or offsetting action, nor 
will the investor have the proper 
means of judging risks peculiar to the 
reporting enterprise; these variations, 





at any rate, are not legitimate matters 
for the accounting statement, but 
rather for managerial inference, as re- 
flected in dividend policy and in the 
general administration of surplus 
earnings. 

For another charge, it is said that 
the standard conventions of account- 
ing, now well understood (and cor- 
rectively interpreted) by the business 
community, should be left alone. 
Again, the statement is made that, 
while in an economic sense inventory 
and machinery are both capital, the 
inventory is for sale, but the ma- 
chinery is for use —the investment in 
the machinery is fixed, whereas the in- 
vestment in inventory or in any part 
of it is frequently changing. 

What has been said about opinion 
opposed to base-stock accounting holds 
broadly for the rulings of the Treasury 
Department in administering the law 
which requires the taxpayer to use a 
method of accounting that “clearly re- 
flects his net income,” or words to 
that effect. But in few of these rulings 
of the Department, or of any of its 
adjuncts, has it been possible to find 
any notable attempt to define just 
what this net income is that is sup- 
posed to be taxed, or precisely what 
it means clearly to reflect such income. 

In the Kansas City Structural Steel 
Company case, II B.T.A. 877, the 
Board of Tax Appeals spoke as 
follows: 


... The effect of the minimum inventory 
method is to assign all profits and losses 
to the year in which this minimum inven- 
tory is liquidated. In fact, however, each 
sale or exchange of the individual items 
of the inventory is a realization of taxable 
profit or deductible loss in the year in 
which it occurs and a method of account- 
ing which disregards such realization does 
not truly reflect income. ... It is taxable 
when realized. The practical result of 
the use of this method of inventory is to 


offset an inventory gain of one year 
against an inventory loss of another year 
rather than to assign to each year its true 
gain or loss. Its use arises from a de- 
sire to play safe and provide reserves 
against possible future losses. ... 


One might remark that this quoted 
passage at least does the service of re- 
stating the proposition to be argued; 
viz., that the first-in-first-out basis of 
computing income is the proper basis 
of measuring realized net return for 
the going concern. At all events, those 
favoring the base-stock method would 
certainly take the position of question- 
ing whether or not income measured 
on the conventional tax basis is actu- 
ally reduced to realized terms for the 
continuing enterprise, at least to the 
extent that the inventory (viewed in 
its financial, as opposed to its physical, 
aspects) constitutes a permanent com- 
mitment. What is realization for the 
typical going concern? And of course 
the point about offsetting an inventory 
gain against an inventory loss is 
simply a statement of the objective in 
the very terms of which the base-stock 
method has all this time been justified 
by its proponents. 

So far as the opposition to base- 
stock accounting specifically questions 
the central fact of the existance of the 
involuntary commitment in inventory, 
this discussion can have little to sav. 
The same is true where the talk is 
generally to the effect that such a 
commitment is not an important factor 
in income reporting, or, at any rate, 
that this commitment is not anywhere 
near so important a factor as alleged. 

Suffice it to say, for present pur- 
poses, that a number of important 
companies appear to accept without 
reservation the fact of basic stocks, 
leaving only the question of the spe- 
cific practical measurement of these 
stocks in a particular case. Then, too, 
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facts have a way of speaking for them- 
selves, and a contention that is based 
on false facts necessarily collapses. of 
its own weight. 

As regards the charge that inven- 
tory gains and losses in going concern 
operations are not offsetting, even 
granting the theory of basic stocks, 
this much is to be said: That it would 
doubtless be a failure on the part of 
management ever to assume that a 
given change in inventory valuation 
reflected also a conclusive change in 
net worth; that the burden of proof 
as to the conclusiveness of such a 
change would appear to rest upon any- 


one who would account for it as any . 


kind of gain whatsoever. 

But for the bulk of vague charges 
that base-stock accounting is mislead- 
ing and artificial, without reference 
to underlying assumptions as to fact 
or to fundamental criteria of income 
measurement, and in so far as the al- 
leged conditions favorable to the base- 
stock interpretation. do actually exist, 
one cannot help observing that the 
opposition has something on its hands 
to make its position convincing in the 
face of much that has been said by 
those who would abandon the first-in- 
first-out convention. 

There is no thought in anyone’s 
mind, of course, that purely specu- 
lative stocks legitimately call for spe- 
cial treatment within the conventional 
practice of accrual bookkeeping. An 
attempt has already been made to de- 
fine broadly what is meant by specu- 
lative stocks. Accounting for the gains 
or profits realized from trading in such 
stocks as measured on a strict first-in- 
first-out basis, is entirely in harmony 
with the intentions of the business man 
who takes steps to make them his. He 
acquires speculative inventories with- 
out reference to immediate operating 
needs, for the very purpose of suc- 
cessfully riding a favorable movement 
in prices. 

And it makes no difference whether 
the commitment is long or short. If 
the profit or loss is omitted as it arises, 
such omission is wrong on all counts. 
In the very nature of the case a spec- 
ulative commitment must in due course 
be liquidated. And to fail to report 
speculative results as they appear 
would be seriously to mislead the 
teader of the income statement who 
would have them tied up concurrently 
with the management responsible for 


them. Such results have specific and 
independent current significance. Off- 
setting speculative losses against specu- 
lative gains would indeed constitute an 
unwarranted and artificial “smooth- 
ing-out” of operating performance. 

As for inventory gains and losses 
connected with non-speculative stocks, 
however, serious consideration should 
be given, it seems to the writer, to one 
or two thoughts in particular which 
are suggested by the base-stock argu- 
ment. 

It seems reasonable to say that the 
offsetting of inventory gains and losses 
has an analogue in the accountant’s in- 
terpretation of. purely seasonal reports 
on operations, which interpretation 
leads him generally to insist on state- 
ments which iron out fluctuations of 
the seasonal character. The account- 
ant appears te take the seasons as mere 
positive and negative phases of the 
completed year, in terms of which 
operating reports would have a clearly 
misleading speculative significance. 

The reader is already familiar with 
the objections to the quarterly reports 
that have been proposed for corpora- 
tions listed on the New York Stock 
Exchange. Could not one well contend 
that the natural fluctuations of the 
calendar years have no more virtue in 
them than the fluctuations of the sea- 
sons, in that the years themselves are 
but kinds of seasonal phases of a whole 
cycle of ups and downs in price? 

Further, is it not sensible to argue 
that the fluctuations in the values of 
operating properties to which the busi- 
ness is unavoidably committed as basic 
necessities of enterprising do not con- 
stitute admissible data in the measure- 
ment of periodic net income? Or, 
again, should a concern that cannot 
hedge against unfavorable fluctuations 
in the price of a basic raw material 
that is sensitively related to the price 
of final product be denied in its in- 
come account a correction supposedly 
available to a concern which has re- 
course to a highly organized futures 
market? 

It is sometimes charged that cover- 
ing up these fluctuations obscures the 
signals for corrective managerial ac- 
tion. This charge justifies only the 
comment that these up and down 
movements are, by definition, not cor- 
rectible. And one finds very little in 
the way of real merchandising signifi- 
cance in a profit margin measured 





from an inventory base that may be 
more than a year old. 

In any case, one would like to argue 
that after the correction for paper 
gains and losses the income account 
remains, instead of the emasculated 
artificiality of those who oppose such 
a correction, even more truly indica- 
tive of the variables which the invest- 
ment or credit analyst has in mind 
when he reads financial statements. It 
would be interesting to try to show 
that variations in reported income 
owing to admittedly faulty accounting 
are in no real respect less objection- 
able than those growing out of the in- 
clusion of naturally offsetting price 
movements which are merely inci- 
dental to continuing operations. 

Should not such sources of varia- 
tion in the annual report be sharply 
differentiated from independent plus 
and minus changes in operating results 
having presumably no contrary future 
event of exactly the same parentage to 
offset them? Such _ differentiation 
would not mean a mere arbitrary 
smoothing out of the true operating 
return of the conventional report, but 
a clear-cut challenge as to the funda- 
mental validity of the accounting basis 
used in that report. If it should be 
taken to mean an artificial stabiliza- 
tion of reported income, then it would 
constitute such a stabilization in no 
different sense from any other correc- 
tion of improper accounting that is 
designed to reallocate reported income 
over the years. 

Of at least equal force appears that 
form of base-stock argument which 
emphasizes the inventory as essentially 
a fixed property like a building or 
piece of machinery, and which would 
automatically correct for inventory 
gains. and losses just as if the reporting 
concern had no need of basic stocks 
and could acquire its merchandise 
hand in hand. with the act of selling. 
And especially attractive is the con- 
tention that, quite without regard to 
the inventory, selling operations are 
properly to be measured by reference 
to the replacing of merchandise sold,1 


1 This suggests an interesting point. One 
may argue that operating a manufacturing 
business has no essential affinity to specu- 
lation in basic materials of processing, ex- 
cept in the broad sense that investment in- 
evitably implies the possibility of loss or 
gain in final liquidation, and that price 
movements mean changes in the practical 
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with sales and costs interpreted in 
harmonious concurrent terms, and 
with net income constituting an ex- 
pression (so far as possible) of the 
current contribution to long-run cash 
returns. This conclusion ignores of 
course the question of the lag which 
may exist between actual replacement 
cost of goods sold and replacement 
cost viewed as strictly “concurrent” 
with sales. 

But whatever the real merits of 
these attempts to round out the essen- 
tials of the argument for base-stock 
accounting, it would nevertheless seem 
that the perplexing problem of in- 
ventory gains and losses deserves 
something more from its opponents 
than the characteristic vague charge 
that it is not good accounting. 

After all, the amounts involved in 
reported earnings are not trifling mat- 
ters. And where inventory gains and 
losses do tend to be offsetting, one can 
find little fairness in leaving the ac- 
counting for them for critical points in 
the business cycle to mere inference on 
the part of stockholder or creditor. 
Moreover, the support of base-stock 
accounting is of a competent sort, to 
say the least, offering opinions that 


significance of concurrent demand for prod- 
ucts. Operating a manufacturing business 
consists in rendering a service—a service 
of raw material conversion and of effec- 
tive marketing or distribution of final prod- 
uct. And the importance of this service is 
properly measured in non-speculative terms, 
current results against current costs. In 
some industries confusion of these specula- 
tive and non-speculative factors leads to 
highly erroneous conclusions on the part 
of the stockholder. Cf. the following ex- 
cerpt from an article in The Wall Street 
Journal for February 11, 1938, dealing with 
reported operating results for General 
Cable Corporation for the year 1937: 

“The price of copper at any given mo- 
ment is immaterial to the makers of cable 
and wire, because they consider themselves 
a service for changing electrolytic copper 
from the raw material to the finished power 
line. Their net profit comes from the 
manufacturing process, regardless of price. 
However, movement in the price affects 
them to the extent that they must raise or 
lower their price for finished products ac- 
cordingly. Undue fluctuations in raw ma- 
terial prices, such as occurred in copper 
from March, 1937, to February, 1938, sub- 
ject the wire and cable maker to substan- 
tial difficulties in the operation of his busi- 
ness. Net profit on business during the 
decline is cut, and at the same time the 
cable maker’s customers are inclined to 
slow up their buying when they see that 
price trends are lower.” 


cannot be ignored by those genuinely 
concerned with reducing the margin 
of error in income reporting — opin- 
ions such as the following: 


Variations in the price of such “normal 
stocks” are as immaterial from year to 
year as variations in the price of the land 
upon which a plant is situated. Therefore 
a Metal Stock Reserve has heretofore been 
created to prevent the trend of the current 
income, from being clouded by ups and 
downs, from time to time, in market quota- 
tions of “normal stocks.’ 

... This apparent profit in the constant 
minimum inventory which must be main- 
tained to carry on business can never be 
realized, and experience has shown that 
it is ultimately wiped out when the eco- 
nomic pendulum swings in the other direc- 
tion. Sound accounting requires the build- 
ing up of an adequate inventory reserve 
during periods of rising costs to offset the 
inevitable inventory shrinkage during 
periods of falling costs and prices. Recog- 
nition of this fact has been largely respon- 
sible for the Company’s ability to weather 


the several economic crises in its history, 
and this policy will be continued.2 

The leveling of inventory gains and 
losses, with the comparative stability of 
yearly profits which this method brings 
about, tends to develop a feeling of confi- 
dence among both the stockholders and the 
creditors. It also exerts a subconscious 
effect upon business policy which is very 
desirable. Prices of manufactured articles 
are kept in more proper relation to prices 
of raw material. The management is not 
elated by apparent profits or depressed by 
apparent losses. Such elation and depres- 
sion are responsible for most business fol- 
lies. The normal stock inventory auto- 
matically creates a reserve that strengthens 
the basis for credit, gives stability and 
makes expansion safe. . 3 


1 American Smelting & Refining Com- 
pany, Annual Report, December 31, 1936. 

2 International Harvester Company, An- 
nual Report, December 31, 1934. 

3“Inventory Valuation and the Business 
Cycle,” by H. T. Warshow, III Harvard 
Business Review 1, October, 1924, pp. 25-34. 


Credit-sales survey information 


is confidential under new law 


S. 2940, a bill introduced into 
the Senate to make confidential 

\y certain information furnished to 

the Bureau of Foreign and Do- 
mestic Commerce, was recently passed 
by both Houses and approved by the 
President. 

This bill provides that informa- 
tion furnished by private firms or 
corporations in confidence to the 
Bureau of Foreign and Domestic 
Commerce, shall be held by the 
Bureau to be confidential and may be 
used only for the statistical purpose 
for which it is supplied. The bill is 
designed to protect business enterprises 
from having their trade secrets laid 
bare to competitors while at the same 
time permitting a government agency 
full access to such records for the pur- 
pose of preparing valuable statistical 
information. This bill forbids the Di- 
rector of the Bureau of Foreign and 
Domestic Commerce from permitting 
any except authorized employees of the 
Bureau to have access to such indi- 
vidual reports. 

The Bureau has never divulged any 
confidential information, of course, 
and the bill was not intended to carry 
any implication of the kind, but it will 


reassure business men who are con- 
tributing information that strict se- 
crecy is observed. 

“The Department favored the en- 
actment of the bill,” Assistant Secre- 
tary of Commerce Draper declared, 
“in order to assure confidential treat- 
ment of statistical information of a 
confidential nature, which may be fur- 
nished to the Bureau of Foreign and 
Domestic Commerce of this Depart- 
ment by various business enterprises. 
Heretofore, manufacturers and others 
have been reluctant to furnish sta- 
tistical information to the Bureau as 
there was no legislative assurance that 
the information so furnished would 
be kept confidential.” 


P. W. A. employment 


Public construction work during the 
first four years of operation of the P. 
W. A. resulted in 2,214,092,000 man- 
hours of employment at the site and in 
the fabrication of materials. This fig- 
ure on the assumption that a man-year 
of employment is 2,000 hours of work, 
is equivalent to the full-time employ- 
ment of approximately 1,107,000 men 
for one year, or of some 277,000 men 
for four years. 
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What banks should expect 


in financial statements 


by VINCENT YAGER, Asst. Vice President, Harris Trust and Savings Bank, Chicago, Ill. 


“What the bank should expect in 
financial statements prepared by 
ly independent accountants.” This 
is not a new subject because banks 
have been using and requesting audited 
statements for many years. Their use 
has gained in favor each year. Aided 
somewhat by the depression when bor- 
rowers were more amenable to the 
suggestion of spending money for 
audited statements, their use has now 
become a commonplace. 

I feel safe in saying that practically 
100% of the large lines of credit with 
city banks and possibly 80% of the 
smaller lines are now supported by 
statements prepared by independent 
accountants. In the banks in the 
smaller cities this ratio is, of course, 
much lower because the personal ele- 
ment is present and it is possible for 
the banker to supervise the credits in 
a somewhat personal manner. How- 
ever, even under those circumstances 
the use of audited statements is grow- 
ing in favor and I know of no one 
who does not feel that it is better to 
have audited statements than not to 
have them in every extension of credit. 

What are some of the reasons that 
have caused: this great favor in which 
audited statements are held? To the 
uninitiated it may at first appear that 
the main, if not the sole, reason for 
an audited statement is to prevent dis- 
honesty or fraud on the part of the 
borrower. However, we know that 
such is not the case. While the angle 
of intentional fraud has a part in the 
reasons, it is by no means the major 
reason. 

Accounting is far from an exact sci- 
ence. Figures and their compilation 
are open to interpretation, and to the 
use of judgment and error. 

Skilled and unprejudiced figure men 
coming into a situation may place an 
entirely different interpretation on the 


figures. They will catch and prevent 
error; they will act as a check on the 
judgment of the management of the 
business. Bringing a skilled viewpoint, 
they should be able to make money- 
saving suggestions as to the handling 
of the internal operations; they should 
be able to help the corporation with 
its tax problems. Through contact 
with many other industries it is pos- 
sible to give helpful suggestions based 
on the experience of others. 

Many of our customers who have 
at first demurred when we suggested 
an outside audit but have finally ac- 
ceded have later told us that the 
auditor more than made his fee 
through having been tangibly helpful 
in one of the ways mentioned above. 
It is not at all infrequently that the 
customer will thank us profusely for 
having recommended an audit to him. 

While the fraud element is not 
paramount we have learned to pay but 
little attention to the argument of the 
customer against having an audit in 
which he says that it is unnecessary 
because all of his organization are tried 
and trusted. 

Before we accept figures we must 
know who prepared them and so not 
any Tom, Dick or Harry can be 
auditor. Creditors check the standing, 
reputation and ability of auditors and 
auditing firms and they do not accept 
the work of every such firm. There 
are some firms whose work my bank 
will not accept for reasons that we 
think are good. 

I have in mind also a firm in a city 
near Chicago which had been in busi- 
ness for several years but turned out 
whatever kind of an audit the cus- 
tomer desired. About all they were 
interested in was the fee which they 
were paid. The local banks refused to 
accept the audits and the Chicago 
banks followed suit. As a result since 


it could be of no benefit to its clients 
as they could not use the audits once 
prepared the firm has recently gone out 
of business. 

It is not necessary that an auditing 
firm be large and nationally known; 
it is not necessary that it have sub- 
stantial capital; but it is necessary that 
it have unquestioned integrity, good 
reputation and good abilities. I would 
certainly recommend that every audit- 
ing firm see that its history and stand- 
ing and reputation are known to those 
usual sources through which banks and 
industries will check for without such 
a record business cannot be secured. 
So first of all, banks expect capable 
and satisfactory auditors. 

Not every document that comes to 
us bound in nice robin’s egg blue cov- 
ers with a baby blue ribbon and pos- 
sibly an imposing seal is really an 
audit. Inside of these covers may be 
anything from a preparation of a bal- 
ance sheet by the accountant based on 
sheets of paper handed to him by the 
company to the very comprehensive 
and thorough survey and audit which 
may be prepared for purposes of 
merger, the sale of companies, and the 
flotation of securities. 

In between will be varying degrees 
of audits. The experienced analyst, of 
course, is not fooled but the uninitiated 
will usually accept as an audit any- 
thing in the mentioned covers and 
bearing the name of an auditor. 

The first thing that the skilled 
analyst does is to read carefully the 
Auditor’s Certificate to see just what 
the auditor did. It is incumbent on 
the auditor to state clearly and in un- 
mistakable terms the scope and extent 
of his work. We frequently say in 
statement analysis that we do not care 
what a company does to its figures so 
long as they label in a clear way and 
we can interpret what has been done. 
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There is a little firm that does busi- 
ness with us and every year shows a 
balance sheet with total assets of some 
$540,000 and a net worth of about 
$520,000. The tangible assets of the 
business are $40,000 but the individual 
methodically puts into the balance 
sheet each year an item, “Good Will, 
$500,000.” Yet he shows himself a 
net worth of $520,000. That does not 
worry us because he has intelligently 
explained the items and we know that 
as far as the lending of money is con- 
cerned he has a net worth of $20,000. 

I cannot stress too much this matter 
of the auditor indicating clearly the 
extent and scope of his work. He 
should make such qualifications as may 
be necessary if, as is usual, there have 
been some restrictions as to what has 
been done. 

We also like to see the auditor ex- 
press his opinion in wording something 
as this: “In our opinion based upon 
such examination and subject to the 
qualifications mentioned, the accom- 
panying balance sheet and _ related 
statement on income and _ surplus 
fairly present, in accordance with ac- 
cepted principles of account, consist- 
ently followed, his position at ; 
and the result of its operations for 
the year.” 

This wording is required by most 
exchanges and the SEC. 

We fully realize that the auditor 
serves two masters: The corporation 
which hires him and pays his fee and 
the recipient of his audit. If he does 
not serve one properly he will not be 
hired next year. If his work is not 
satisfactory to the other the audit be- 
comes useless and he will lose his job 
anyway. We realize the limitations 
that are placed upon the auditor by 
reason of the amount which he is al- 
lowed. I know very few companies 
that are not quite penurious when it 
comes to audits. They always want it 
done more cheaply this year than last 
year. 

The type of audit which is most 
acceptable to a bank is probably what 
is termed a balance sheet audit. Such 
an audit is directed primarily at a 
verification of the assets and the lia- 
bilities. We like to have accompanying 
it tests of the profit and loss account 
which will to as large an extent as 
possible give us the true facts with 
relation to that account but either 
profit or loss eventually finds its way 





into the balance sheet so that if we 
know what is left among the assets 
and the liabilities we can know pretty 
well what has happened as far as 
operations are concerned. Any audit 
that is short of a verification of assets 
and liabilities is of little if any value 
to a creditor. 

We would like to have statements 
prepared not at the calendar year-end 
but at that time of year which more 
nearly reflects the seasonal operations 
of the company. It is not difficult to 
understand why the calendar year-end 





Unlucky 13 of uncontrolled 
installment credit 


1. Increased repossessions. 

2. Increased bad debt losses. 

3. Increased bookkeeping 
expenses. 

4. Increased collection costs. 

5. Decreased revenue from carry- 
ing charges. ! 

6. Gradual extension of maturity 
dates. 

7. Gradual weakening of habits 
of prompt payment of monthly 
charge accounts. 

8. Increased capital investment 

and slower capital turnover 

with consequent lower rate of 
profit. 

Freezing of assets, and often 

forced borrowing. 

10. Increased expense for interest. 

Il. Loss of business due to feeling 

of cash and prompt-paying 
charge customers that other 
stores which do not sell on 
such liberal terms must be able 
to give better prices, quality or 
service. 

12. Useless and unprofitable com- 
petition with other retailers. 
13. Increased risks, especially in 

case of a business depression. 


Household Finance Corp. 





has been selected by so many businesses 
but more and more we are coming to 
have audits at fiscal dates when the 
seasonal operations of a business can 
more clearly be read. 
We have the account of a Xmas 
card company. This is a_ really 
seasonal business with only one payday 
each year. When the company first 





came to us for credit if gave us an 
audit as at August 30th. There were 
a number of reasons why it had se- 
lected that date but you should have 
seen the balance sheet and operating 
figures: No sales, no receivables, lots 
of expense and lots of inventory. It 
would scare any creditor, but you 
should see the statement after payday 
and at about January 30th. There 
were substantial sales, no inventory, 
and a wad of cash. 

What does the credit man expect 
as to individual items in the balance 
sheet? The symmetry and balance of 
published statements have led to 2 
popular impression that the figures con- 
tained in them are matters of un- 
disputed fact to a greater degree than 
is warranted by circumstances. The 
impression is sometimes held that these 
statements, in addition to showing the 
past, cam and should show what 
is going to happen to the company 
within the immediate future. Neither 
of these assumptions can be fulfilled in 
practice. 

A business is a living, moving thing. 
In the course of its operations it is 
constantly transforming its. assets. from 
one stage to another and is constantly 
gaining or losing ground in the 
process. Many undertakings are in 
mid-career and until they have been 
completed no one can tell with cer- 
tainty what will be the outcome. This 
is just as true at December 31st as at 
any other date. What I am trying to 
say is what we all know but what the 
average man may not realize; that is, 
an audit is by no means a cure-all, nor 
can the future be prognosticated with 
certainty based upon the audit. 

As I run down rather briefly the 
usual items in the balance sheet please 
understand that most of the things 
that I say about them will be done in 
a great many audits, possibly in the 
majority of audits, but I am men- 
tioning those things that we feel 
should be a routine part of every bal- 
ance sheet submitted. 


Cash is usually a simple matter but 
balances in foreign banks, closed banks or 
subject to restriction in any way should be 
earmarked. I know of one very large cor- 
poration who continues to carry in its cash 
account over $100,000 of moneys in a closed 
bank, 

Accounts receivable—we like to have the 
auditors circularize the accounts receivable 
to establish authenticity and the correct- 
ness of the amounts due. We want the re- 
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ceivables aged by the auditors to show 
those that are current, 30 days old, 60 days 
old, etc. A table of comparison with the 
previous year in the audit is very helpful 
and we would like to have it in the audit. 
Any receivables which are due from subsi- 
diary companies should be so labeled and 
taken out of the ordinary trade accounts. 
Obviously, accounts from officers, directors 
and stockholders should be shown separate- 
ly and properly labeled. We want to know 
what items are considered uncollectable 
and we want to know the amount of re- 
serves that have been set up. The loss 
record over a period of years might well 
be mentioned in order to help gauge the 
adequacy of the reserve. We want to 
know the amount that has been recovered 
on previous years’ charge-offs for that helps 
to assay the conservativeness of the charge- 
offs. 

Notes receivable in the average company 
are not so large but what they can be listed 
in detail with the names of the makers, due 
dates, and all. attendant information. Of 
course, in the case of instalment financing 
there is a very different picture and the 
instalment finance accounts require sub- 
stantial treatment with complete informa- 
tion as to the number of instalments, ma- 
turities, down payments, etc. 

By the way, this matter of instalment 
financing is supposed to be a rather new 
feature of the credit picture but such is not 
the case. I quote from the Book of Genesis, 
Chapter 29, Verse 18. In case some of you 
do not know, may I say that the Book of 
Genesis is in the Old Testament, which 
you will recall is one of our most ancient 
writings. 

Verse 18 reads as follows: “And Jacob 
loved Rachel and said to Laban, her 
Father, ‘I will serve Thee seven years for 
Rachel, Thy younger daughter.” And 
again in Verse 20, we read: “And Jacob 
served seven years for Rachel and they 
seemed to him but a few days for the love 
he had to her”. 

And there you will recognize one of the 
earliest accounts of instalment buying, sup- 
posedly a rather recent innovation. 

Inventories are the bugbear of financial 
statements, the place in which fraud may 
enter to the greatest extent and where 
error and faulty judgment may cause tre- 
mendous trouble. It is possibly in this 
matter of inventories that room for the 
greatest progress in balance sheet verifi- 
cation lies. I am not smart enough to 
suggest just what that progress will be 
or how it can be achieved but I do know 
that there is great room for it. There are 
many things that should be done now. I 
do not believe I have seen over one bal- 
ance sheet in five years, and I see hun- 
dreds of them, in which the auditors super- 
vised the taking of the inventory. We can 
hardly expect it. The inventory is usually 
taken by the management and certified to 
the auditors in writing. We except the 
auditors to go thoroughly over the prices, 
to get outside prices, and make comparisons 
Wherever possible, such as on raw ma- 
terials. They should, of course, verify 
extensions and be responsible for errors. 
Over a period of time they will be able to 
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The banker must be as exacting of the financial statements 
he receives as is the chemist of the materials he works with. 


get the feel of an inventory situation and 
can use the gross profits test to help check 
its accuracy. Consigned inventory should 
be so labeled. The pricing of the inven- 
tory, of course, should be at cost or market, 
whichever is lower. Ascertainable obso- 
lete merchandise should be stated and the 
old model or last season’s goods might well 
be segregated. 

Marketable securities should be detailed. 
There will be but few situations when this 
cannot be done in exact detail so that any- 
one can see the quality of the securities and 
whether or not they really are marketable. 
They should be carried at the market price 
and if they are carried at any other figure 
it should be clearly stated how much this 
varies from the market value. 

So far I have discussed the current as- 
sets. While the bank is more particularly 
interested in them because it is from these 
assets that the loan is ordinarily repaid, 
nevertheless, the bank is also interested in 
the fixed assets. These should be divided 
between land, building, machinery, and 
equipment, and further segregated between 
those assets that are used in the business 
and those that are not being used. The 
values are usually stated at cost less the 
depreciation. Wherever fixed assets have 
been written up or written down based on 
an appraisal, this should be clearly stated. 
Incidentally, when the plant account is 


written up the amount should be shown as 
capital surplus and not put into the ordi- 
nary surplus account. The depreciation re- 
serve should be shown together with all 
additions and substractions from that dur- 
ing the year. 

Intangible assets such as good will, pat- 
ents, trade marks, should be reported sep- 
arately and clearly stated. These intangi- 
ble items should not have an obtuse no- 
menclature. There should be no question 
as to what is meant by any nomenclature 
in an audit. The user of an audit should 
not have to guess as to the meaning of any 
item. 

Liabilities are routinely segregated into 
current liabilities and long time debt. Any 
debt that has to be met within the next 12 
months whether it be morgage debt, bonds, 
or what-not, should be put into the current 
liabilities. 

Accounts payable should be debt to the 
ordinary trade creditors. Any past due 
items should be clearly set forth. We like 
to have notes payable detailed with the 
name of the creditor and the maturity of 


the note. This can usually be done and 
we highly recommend it. It is done too 
infrequently. 


All other current liabilities should be 
clearly stated. Any moneys due to prin- 
cipals of the company or stockholders or 
directors should be set forth and earmarked. 
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This is most important to a creditor and 
such debt should never be hidden by being 
consolidated with other items. 

The tax liability should be set forth with 
any unpaid or accrued taxes shown. These 
should be accrued even when not due. We 
have seen balance sheets which did not 
accrue the taxes and we had what we 
thought was a, fine position but the later 
addition of substantial taxes made an alto- 
gether different picture. 

Long term debt should be stated as to 
maturity, rate, and collateral securities, if 
any. We think that the auditor might well 
mention any restrictive features of the in- 
denture under which the securities are 
issued. Any defaulted interest, sinking 
fund, or other such features should be 
disclosed. 

We think that the auditor should be re- 
sponsible for ascertaining to the very best 
of his ability all contingent liabilities and 
these should be clearly stated. Too fre- 
quently we find no contingent liabilities 
listed in the baiance sheet although this is 
becoming much less common. That these 
contingent liabilities are most important 
was brought home to me by one example; 
a farm machinery manufacturing company 
some years ago had a balance sheet which 
looked very good, when no consideration 
was given to the fact that they sold notes 
receivable with recourse. When these were 
not included in the balance sheet a beauti- 
ful picture was displayed but when these 
were written back on both sides all ratios 
were much upset. During the depression 
these fell thick and fast on the company 
due to the recourse arrangement and the 
‘company finally went into bankruptcy 
strictly because of its contingent liabilities. 

Reserves should be clearly set forth with 
their specific purpose, if any. 

Capital stock should be divided by 
classes. Unpaid dividends should be stated, 
particularly with regard to cumulative pre- 
ferred stock. 

A reconciliation of surplus is most im- 
portant and not frequent enough in detail 
in audits. We want a full reconciliation 
with all additions and subtractions. Capi- 
tal surplus, donated surplus, etc., should be 
shown separately from the earned surplus. 


Even in a balance sheet audit we 
feel that the auditor should make suf- 
ficient exporation and work to assure 
himself that the income statement is 
reasonably accurate. It should be 
broken down in great detail with par- 
ticular regard to gross sales, returned 
goods, cost of sales (this is a catch- 
all and should be very carefully broken 
down into all of its components). 
General and administrative expenses, 
officers’ salaries, and bonuses, and 
other usual items. Non-operating in- 
come should be set forth so that we 
can see what the business itself has 
earned. 

A good many of these things are 
routine practices in most cases al- 


though it is surprising how little in- 
formation some audits really give. 
Audits come to my desk ranging all 
the way from two pages to one hun- 
dred pages. Obviously, in the two-page 
audit very little of the detail which I 
have mentioned is available and the 
audit is not of much use to a creditor. 
I would like to make some specific 
recommendations about things that are 
rather infrequently put into audits al- 
though we do get them now and again 
but which we feel should be a routine 
part of every audit. If included they 
would make the work of the analyst 
and the creditor much more intelligent 
and certainly very much easier. 

Among these things that we get in- 
frequently but would like in every 
case are: 


1. A source and application of funds 
statement, what the bank credit man calls 
a “where-got, where-gone” statement. Is a 
very helpful thing and it should be carried 
out in full detail and not just important 
figures. It helps to show the flow of funds 
through the balance sheet during the year. 
We, of course, work it out ourselves from 
the balance sheet, but the auditor could do 
it more fully and save us a great deal of 
work. 

2. Frequently there is a change in ithe 
auditing procedure from one year to another 
dictated by changed conditions. This should 
be clearly set forth in the audit so that we 
may know that we are comparing like 
figures. 

3. Where consolidated statements are 
made, the audit should contain a sheet 
showing each individual statement, the con- 
solidating procedure and the final consoli- 
dated statement. This is most helpful. As 
a maiter of fact, the Federal Reserve Bank 
will not loan money on a consolidated state- 
ment, but wants to see the individual figures. 
Every creditor should feel likewise. 

4. A reconcilement of the plant account 
should be put into the audit. We would 
like to see the additions to the plant account 
and any deductions. 

5. The aforementioned leads also to a 
complete reconciliation of the reserve for 
depreciation, showing just what items have 
been passed through that account during the 
year. As a matter of fact, this applies to 
every reserve account. 

6. Particularly it should apply to the bad 
debt reserve, about which usually the audit 
says nothing except that it exists. We would 
like to see the charges and recoveries which 
have been run through the account. 

7. Comparisons with previous years are 
most helpful, and at least one page in the 
audit should compare the balance sheet and 
operating figures with those figures of the 
previous year. Of course, a bank secures 
previous audits when it is considering credit. 
but frequently only one audit is brought in 
at first, and a comparison with the previous 
year is most helpful in determining whether 
further investigation should be made. 





Some of you may think that I am 
talking about a utopian program 
and, of course, I recognize that not all 
of the things that I have been speak 
ing about can probably be done im- 
mediately. As aforementioned, you are 
up against the problem of having onl 
a certain amount of fee to work on 
and few of you auditors will be in 
position to turn down a job because 
the fee is not sufficient to enable you 
to do all of the work that should be 
done. It would be a fine thing if no 
job was accepted unless it could be 
done thoroughly but we realize that 
is impossible. 

Great progress has been made in 
recent times in statements of all na- 
tures. Compare the bank statements 
of ten or even five years ago with the 
statements that are presented today 
and even yet bank statements afe prob- 
ably the most condensed and least in- 
telligible by reason of such condensa- 
tion of any statement we have to 
analyze. Corporation statements are 
presented more fully to their stock- 
holders and therefore, incidentally, to 
their creditors. 

We live in a goldfish bowl, our sal- 
aries are published, our home life is 
published, so probably we are coming 
to a time when the auditor will be 
able to do the kind of a job that every 
good auditor wants to do. That is, a 
thorough presentation of the figures 
so that they can be intelligently under- 
stood. 


Wages and hours 
in Canada 


In recent years progress has been 
made in Canada in providing for the 
legal establishment of minimum wages 
and maximum hours for men. All but 
two of the nine Provinces have legally 
provided to a greater or less degree for 
minimum wages for adult males in 
private industry, and all the Provinces 
have some legal provision restricting 
the working hours of men in such em- 
ployment. In five Provinces legalized 
collective agreements regulate wages 
and hours of both males and females 
in specified trades or industries for par- 
ticular localities or districts, and in 
some cases for a whole Province. 


There is no substitute 
for Credit Interchange 
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Beware of laws called “uniform” 


says W. B. LAYTON, Counsel, Portland, A. C. M., in 


an analysis of uniform laws and the trust receipts act. 


Responsibility for the promotion 
of uniformity in state laws on all 
lu subjects where uniformity is deem- 
ed desirable and practical has 
fallen to the National Conference of 
Commissioners on Uniform State 
Laws. This is a voluntary organiza- 
tion composed of Commissioners from 
each of the States, the District of 
Columbia, Hawaii, Porto Rico, and 
the Philippine Islands. In thirty-three 
of these jurisdictions the Commission- 
ers are appointed by the chief execu- 
tive acting under express legislative 
authority. There are usually three 
from each jurisdiction, and the usual 
term is three years. 

The Commissioners are lawyers, 
judges, and teachers in law schools. 
They serve entirely without compensa- 
tion. The work of the Conferencee is 
supported by donations from some of 
the States, from appropriations made 
by the American Bar Association, and 
contributions from various State Bar 
Associations. 

The Conferencé was organized in 
1890. Already the Conference has 
drafted some sixty-four acts, and forty- 
nine of them have been enacted into 
law in at least one jurisdiction. There 
is a total number of fifty-three pos- 
sible adopters of uniform acts, and the 
negotiable instrument act, drafted and 
sponsored by the Commission, has been 
enacted into law in all fifty-three of 
these jurisdictions. 

Examples of other laws are the con- 
ditional sales act, warehouse receipt 
act, bill of lading act, stock transfer 
act, declaratory judgment act, aero- 
nautics act, and—of the newer acts— 
the trust receipts act. After this act 
was redrafted seven times it was ap- 
proved for adoption in 1933. 

Trust receipts have been in more or 
less common use for financing imports 
a considerable period of time. Finance 
companies began adapting them to the 


— 


purchases of automobiles by dealers 
from manufacturers so as to maintain 
security in the cars in order to cover 
their advance of the price or part 
thereof. It was generally held that 
the financing agent’s interest was 
valid as against the dealer’s creditors 
or his trustee in bankruptcy, but in- 
valid as against bona fide purchasers 
from the dealer in the regular course 
of trade. 

However, when the use of the trust 
receipts became more widespread, and 
the evils of the secrecy of the trans- 
actions in which they were employed 
began to be observed by the courts, 
the courts’ decisions tended definitely 
to deny validity of these receipts even 
as against creditors. ‘The authorities 
came into hopeless conflict. It there- 
fore was the object of the conference 
in drafting the uniform trust receipts 
act to reconcile these conflicts, and to 
bring about a procedure which would 
afford a better method of protection to 
creditors, and to generally confine 
trust receipts to financing transactions. 

The act was not intended to super- 
sede the law relating to chattel mort- 
gages and conditional sales, nor to in 
any way amend the laws pertaining to 
the recordation of such instruments, 
such laws being well established in 
the many states. 

Hereby, however, hangs a tale. Cer- 
tain designing persons, not as unselfish 
and altruistic in their motives as the 
uniform law commissioners, took ad- 
vantage of the fact that there had been 
a uniform draft of the law, and, lay- 
ing particular stress upon the word 
“uniform” to aid them in their pur- 
pose, changed the uniform draft of the 
law, and have succeeded in having 
their changed version thereof enacted 
into law in Illinois, Indiana, and Cali- 
fornia. 

The act as drafted by the Com- 


missioners was passed in New York, 


and was known as “An act to amend 


the personal property law, in relation 
to trust receipts and pledges of per- 
sonal property unaccompanied by pos- 
session in the pledgee, and to make uni- 
form the law relating thereto.” The 
New York act relates to financing 
transactions such as are typified by the 
following: 

A applies to his bank for a loan to 
enable -him to pay C for a shipment of 
ranges which is about to arrive. The 
bank files with the Secretary of State 
the following Statement of Trust Re- 
ceipt Financing: 


“The entruster (bank), whose chief place 
OF PUNE BW s nic ccacccevenss cans 


is or expects to be engaged in financing 
under trust receipt transactions the ac- 
quisition by the trustee (A), whose chief 
place of business is at.........eec00...5. 


of goods of the following ' description, to 
wit: Ranges. 


(Signed)........ BARE. céa ces Entruster 


(Signed)..... A . Trustee-Borrower” 


This statement, as to goods falling 
within the description in the statement, 
is good for one year from the date of 
the filing, that is to say, the bank can 
take trust receipts for ranges and make 
loans on the security thereof as fre- 
quently as it may choose to do so with- 
out being required to file with the 
Secretary of State a Statement of 
Trust Receipt Financing oftener than 
once a year. ‘The Act also provides 
that the bank need not file the State- 
ment of Trust Receipt Financing at all 
if its transactions clear within thirty 
(30) days. 

If in our hypothetical case A, after 
signing the Statement of Trust Re- 
ceipt Financing repays his loan to the 
bank within thirty (30) days after he 
has received the goods, the bank need 
not file the Statement of Trust Re- 
ceipt Financing to validate the trans- 
action. However, if A’s loan is for a 
longer period than thirty (30) days, 
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or the transaction does not clear within 
thirty (30) days, then the bank must 
file the Statement of Trust Receipt 
Financing in order that its security in- 
terest in the ranges shall be valid as 
against A’s creditors. 

It will be observed that the bank 
has no extended or complicated for- 
malities to go through in the loaning 
of its money. It is afforded adequate 
coverage without the necessity of filing 
the statutory statement for a tempo- 
rary period of time. The act was in- 
tended to make foreclosure procedure 
clear and workable. 

To make trust receipts perform a 
function for which they were never 
intended, and to afford opportunities 
for secret advantages, and to take 
away the requirements of the chattel 
mortgage act, the use of trust receipts 
is attempted to be made to apply in 
the several states where the uniform 
law has been changed to transactions 
of which the following is an example: 

A is the operator of a furniture 
store. He has acquired on open credit 
an extensive stock of ranges. He goes 
to his bank and borrows $1,000 and 
issues to the bank a trust receipt cov- 
ering all of the ranges that he has in . 
stock, and at or before this time also 
gives to the bank a Statement of Trust 
Receipt Financing such as is herein- 
above described. 

It will be observed that this is a 
pure chattel mortgage transaction. If 
A borrowed money from his bank on 
his stock of merchandise he might or- 
dinarily secure it by the giving of a 
chattel mortgage, which would have to 
be drawn in accordance with the for- 
mal requirements of the law of his 
State; would definitely specify all of 
the property covered; would have to 
be filed within a short time so that 
everyone having an interest in A’s af- 
fairs might be informed as to what is 
transpiring. The giving of such mort- 
gages on fluctuating stocks of mer- 
chandise has been contaminated with 
so much fraud and injustice that many 
of the States, such as in California, 
have provided by statute that such 
mortgages are void. 

In a great many other States the 
courts have either held them to be 
void, or have made their validity de- 
pend upon the observance of very 
strict rules of law. It has frequently 
been held that if a chattel mortgage 

is comprehensive enough to in fact 


amount to a sale in bulk of a mer- 
chant’s business, then the provisions of 
the sale in bulk act of the state must 
be complied with. 

Under the magical, informal, and 
simple device of the use of trust re- 
ceipts the sponsors of the extended 
version of the ‘trust receipts law seek 
to have these obstacles removed. Under 
this scheme the general creditors of a 
merchant are virtually helpless in as- 
certaining what is transpiring, and 
then in doing anything that may pro- 
tect their interests. 


Gendreau 





It is possible for bills to “hitch- 
hike” their way through a legisla- 
ture on the strength of their sup- 
posedly “uniform” attributes. 


Experience has proved that the giv- 
ing of secret mortgages on stocks of 
merchandise is a bad practice, and has 
therefore been regulated or prohibited 
entirely. Such acts as the California 
trust receipts act would do away with 
all regulation and all prohibition, or 
rather would make all regulation and 
prohibition apply to everyone except 
a bank or a finance company holding 
a trust receipt. 

The title of such an act as was 
passed in California might very well 
be “An act to repeal, amend, confuse 
or render uncertain the law pertaining 
to the recordation of instruments, the 
making of sales in bulk, the giving of 
chattel mortgages, and to promote se- 
cret dealings, to deceive creditors and 
to render the law uniform in regard 
thereto.” 

Such a title, of course, would have 
insured the bill’s defeat in the legis- 





lature rather than its enactment. When 
the bill was labeled “Uniform Trust 
Receipts Act” it was generally ac- 
cepted at face value. 

This illustrates the importance of 
the use of the word “uniform” and 
demonstrates how much fraud may be 
committed in its name. We grant that 
trust receipts are a proper subject for 
uniform legislation. We must insist 
that they be confined to their proper 
sphere; otherwise there is no merit in 
the sponsoring of uniform laws on the 
subjects of chattel mortgages, or the 
passing in the various states of the 
regulations which pertain to this sub- 
ject. 

The National Association of Credit 
Men has drafted and sponsored many 
uniform laws relating to various phases 
of credit. Many of these laws have 
been passed. They are like the uni- 
form laws sponsored by the Commis- 
sion. ‘There are some changes made 
in these laws that make them more 
adaptable to the locations in which 
they are passed. 

Strictly speaking, there probably is 
no such thing as entire uniformity in 
laws. However, there is a uniformity 
of principle. For example, the prin- 
ciple of regulating sales of goods in 
bulk has been generally accepted, and 
sale in bulk acts have been passed in 
all of the states. The Uniform Law 
Commission has not drafted a bill on 
this subject, but the National Associa- 
tion of Credit Men has promoted the 
passing of laws in the various states 
that are at least uniform in principle. 

The sponsors of the uniform false 
statement in writing act borrowed the 
word “uniform” to gain support for 
the law. The act was originally 
enacted in New York and soon became 
a uniform act. In this instance the 
principle was commendable, and there 
was no fraud or deception through the 
use of the word “uniform.” After 
what has happened in states like Cali- 
fornia, however, any bill now bearing 
the label “uniform” will be most care- 
fully scrutinized. 

There are vast differences in customs, 
industry, geography, resources and 
other important factors among the 
states. All of these factors logically 
must be compensated for in the state 
laws; otherwise the theory of state 
rights is a failure. Whenever any 
small special interested pressure group 
obtains the passage of a law for its 
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benefit, a challenge is immediately is- 
sued to every other such group to do 
likewise. The result is a multiplicity 


of conflicting and unwarranted special 


privilege statutes. There really can’t 
be any uniformity among such statutes, 
and any commission or body that sets 
about to draft uniform laws of special 
privileges to the few would quickly 
merit public discredit. 

There are certain subjects which are 
nationally recognized as proper subjects 
for identical or uniform treatment. 
Subjects that vitally affect credit are 
peculiar unto themselves and are more 
susceptible of uniform treatment. 


Hidden 


Many companies have the policy 
of carrying assets in their state- 

\y ment at a substantial undervalua- 

tion as an added contingency re- 
serve. Just what effect the surplus tax 
will have on this practice remains to 
be seen. “The practice itself, as a 
measure of conservatism and foresight- 
edness, is laudable, Paul W. Power 
wrote recently in Chicago Credit News. 

A great many business firms have 
assets very similar to the undervalu- 
ation principle, hidden in that they are 
rarely looked for or stated as realizable 
assets in the event of a contingency. 
Such assets may be termed underlying 
assets. A prosperous wholesaler in a 
large city in the Middle West discov- 
ered his most gratifying hidden asset 
when a jury returned a judgment 
against him for $65,000, as the result 
of an intoxicated truck driver having 
crushed a pleasure car and seriously 
injured the two occupants. Few of his 
creditors had looked for this hidden 
underlying asset,—he had not regard- 
ed it as such himself. But when the 
judgment was returned his satisfaction 
in knowing that his truck liability pol- 
icy would meet the judgment was un- 
bounded. 

The very real asset of good insur- 
ance, hidden it can be termed because 
the makers of financial statements fre- 
quently overlook setting it forth as the 
underlying asset that it is; and the 
readers of the financial statement have 
lost the habit of looking for it. Only 
some old time credit men search out 
one of the hidden assets of the financial 
Sstatement,—fire insurance. Fire in- 
surance, to be sure, is one of the most 
necessary underlying assets to the tangi- 


—_—_—_ 


The National Association of Credit 
Men has rendered great service in its 
sponsorship of the many laws which 
have been universally passed on credit 
subjects. Its judgment on these sub- 
jects is to be taken in preference to the 
judgment of others. Its motives have 
proved to be in the interests of all 
credit grantors for the best protection 
of the credit system as a whole. It is 
not governed by selfish circumstances. 

It would not have sponsored such a 
trust receipt law as was passed in Cali- 
fornia, because such sponsorship could 
redound to the benefit of only a very 
favored few and to the detriment of 


ble assets of a business. It was justly 
so regarded three decades ago. It should 
be so esteemed today! 

With the development of modern 
business, the field of underlying protec- 
tion to the assets of a business has 
been greatly extended. Business today 
faces more hazards that will drain its 
assets than ever before in history. Lia- 
bility judgments capable of wrecking 
well managed firms with satisfactory 
surpluses are being rendered every- 
where. Automobiles and trucks, neces- 
sarily operated speedily, take their toll, 
not only from the business operating 
them, but often from the creditors of 
the business when bankruptcy or com- 
position settlement is effected. Per- 
sonal injuries on the premises of busi- 
ness establishments have been causing 
enormous losses to business and _ its 
creditors. Injuries to individuals fall- 
ing because of unnoticeable obstruction, 
accidents from careless elevator opera- 
tion, many resulting in cranial or spinal 
injuries, have reduced surpluses and im- 
paired business assets to an alarming 
degree. Foreign and deleterious mat- 
ter in food products have brought judg- 
ments against manufacturers. 

Explosions, falling parts of build- 
ings, ground collapse and many other 
unforeseen catastrophes have levied un- 
believable taxes on business. Disasters 
to employees, have placed almost un- 
bearable burdens on management. In- 
ternal draining by dishonest but trusted 
employees has embarrassed and liqui- 
dated at public sale many a business. 

Fortunate indeed is the business that 
can turn to its hidden assets and come 
out from such catastrophes unimpaired, 
also fortunate are those creditors whose 


the great majority of those who must 
earry on credit transactions in the state 
of California. 

It is now recognized that it is equally 
as important to oppose special, decep- 
tive and detrimental bills as it is to 
sponsor constructive, necessary and ben- 
eficial legislation. Credit granters in 
California were deceived by the inno- 
cent title of the act which may now 
work havoc with their interests. This 
experience will undoubtedly be help- 
ful, as from now on in California with 
respect to a bill affecting credit prac- 
tices it will take more than a deceptive 
title to get by the legislature. 


assets as credit collateral 


debtors maintain hidden assets of in- 
surance that enable them to pay dollar 
for dollar of their accounts payable. 

Business has not yet learned that the 
value of insurance is as important as 
the other assets shown on the left hand 
side of the ledger. Business does not 
realize that a substantial part of the 
three billion two hundred million 
credit loss of the last five years could 
have been saved by the hidden assets 
of good .insurance. 

Insurance people see a good part of 
these losses to business, particularly 
where underinsurance is_ involved. 
They do not see those cases, except by 
chance, where there is no insurance. 
Bankruptcy statistics have never shown 
the number of bankruptcies due direct- 
ly or indirectly to the lack of or in- 
sufficient insurance. Disasters, unin- 
sured, occur that cause a crippled 
financial condition, although it may be 
months or years before actual business 
failure. The credit man sees the oc- 
casional loss, frequently does not realize 
the unbalancing effect on the financial 
structure, and rarely analyzes failures 
in the light of insurance protection that 
should have existed. Were he to see 
the aggregate of his losses in the profit 
and less account where the failures 
were directly or indirectly attributable 
to insufficient or total lack of insurance 
coverage, he would insist that the hid- 
den asset of insurance be shown on the 
financial statement as an asset. 

The National Association of Credit 
Men’s Insurance Statement form is 
ample evidence that the heads of that 
great institution realize that such as- 
sets should be clearly shown in the 
financial statement. 
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Life insurance as an aid in 
appraisal of credit 


Part II: Business firms and corporations. 


by CHARLES H. SMITH, C.L.U., Philadelphia. 





In the first chapter of this dis- 
= cussion of life insurance as an as- 
ly set to be considered when apprais- 
ing credits, | covered some of the 
points to be watched by credit execu- 
tives when considering credit relations 
with individuals. As explained at the 
start of my article last month, I have 
divided my discussion so as to show 
how life insurance affects (1) the 
credit of individuals and (2) how it 
affects credit relations with firms .and 
corporations. 

Let us now take up the question of 
life insurance as an aid when consider- 
ing credits of business firms and cor- 
porations. As I pointed out in the be- 
ginning, there are four main  sub- 
divisions, namely, sole proprietorships, 
partnerships, close corporations and 
ordinary corporations. As credit men, 
you are, of course, already aware of 
the hazards which you face in the 
granting of credit to each of these 
four types of businesses. 

As you already know, a sole pro- 
prietorship is often spoken of as a 
“one-man business.” In most instances, 
take the sole proprietor out of the 
business and the business falls in a 
very short time. 

In discussing credit relations with 
a firm which comes under the head- 
ing of a sole proprietorship and the 
use of life insurance as an aid in ap- 
praising the credit of such a firm—we 
find that the points discussed with 
respect to “personal credit” are quite 
similar in nature and effect. There- 
fore, very little further comment will 
be needed on this point except to point 
out that if the sole proprietor has life 
insurance upon his life payable to his 
firm in event of his death, the credit 
manager can afford to be more lib- 
eral. The life insurance in his case 
could be payable to his estate (rather 


than to his firm) because as sole pro- 
prietor the debts of his firm would be 
the debts of his estate. 

Consequently, life insurance payable 
to his estate would help to furnish the 
cash with which to settle debts in- 
curred by him and which may be still 





In the May issue Mr. Smith 
discussed life insurance as it 
applies to personal or individ- 
ual credit relations. 

In this article Mr. Smith con- 
tinues the discussion of life in- 
surance as applied to credit 
relations with firms and corpo- 
rations. Credit managers will 
find these articles a valuable 
source of information. 








outstanding at the time of his death. 
I might point out, however, that if 
the sole proprietor lives in Pennsyl- 
vania and has all of his life insurance 
payable to dependents, then his life 
insurance as far as the credit manager 
is concerned would be of little value 
in event of insolvency in the event of 
his death, unless his dependents or 
beneficiaries were disposed to take it 
upon themselves to liquidate his debts 
in event the estate assets proved in- 
sufficient. If you were dealing with 
a sole proprietor in New Jersey or 
Delaware and if the sole proprietor 
had all of his insurance payable to 
named beneficiaries, then his life in- 
surance as far as the credit manager is 
concerned would be of little value in 
event of insolvency, or in event of 
death. 

From the credit manager’s stand- 
point, the assignment of a life insur- 
ance policy from the sole proprietor is 
his best bet. The type and kind of 
assignment will depend upon the cir- 


cumstances involved in _ connection 
with the transaction. The fact that a 
sole proprietor has insurance policies 
made payable to his estate would not 
be a sufficient safeguard to the credit 
manager inasmuch as the insured could 
easily change the beneficiary to a de- 
pendent or to a named beneficiary 
without informing the creditor about 
so doing. If this were done by the 
insured after he realized that he was 
insolvent—and the creditors could sub- 
stantiate this—then the cash value of 
the insured’s policy would be attach- 
able. However, if the insured made 
the change while solvent and with- 
out any intention to defraud his 
creditors, then generally speaking, the 
creditors would have no redress. 

Sometimes the sole proprietor is 
merely the financial backer of the firm 
and he has a key employee who in real- 
ity does all the work and on whose 
judgment and ability he relys in the 
carrying on of his business. In this 
event, it may be important that the 
sole proprietor should have life insur- 
ance upon the key man because if that 
key man should die, the sole proprie- 
tor would perhaps suffer a loss. If 
the credit manager is aware of this 
particular fact and if the credit mana- 
ger knows that the sole proprietor has 
life insurance upon the key man, here 
too he can afford to be more liberal 
than if the life insurance is not in ex- 
istence. The payment of the life in- 
surance proceeds on the life of the 
key man in event of his death will in- 
demnify the sole proprietor for his 
loss, just as the loss by fire on his 
plant and physical property assets 
would bring indemnification from a 
fire insurance policy. 

In some instances you may find that 
a sole proprietor has arranged for the 
continuation of his business in the 
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event of his death. Perhaps the busi- 
ness will be continued by a member of 
the family or by one or two or more 
of his faithful employees. If the busi- 
ness is to be continued by the em- 
ployees of the firm, the wise sole pro- 
prietor will have entered into such an 
agreement with the employees during 
his lifetime, and in many of these in- 
stances, life insurance will have been 
utilized in connection with the agree- 
ment with the thought in mind that 
the life insurance proceeds will be used 
to furnish funds for the carrying on 
of the business or shall be used to 
furnish the funds (or a portion there- 
of) with which the employees will pur- 
chase the business at the death of the 
sole proprietor. 

If the credit manager knows of such 
an agreement, and if he knows that life 
insurance is in existence to assist in 
carrying out either of these purposes 
referred to, he can well afford to be 
more liberal in his credit appraisal. 

Let us now pass to the next sub- 
division, namely, partnerships. As 
astute credit managers, we are all 
aware of the legal aspects of a partner- 
ship. For example, we know that the 
partnership structure may be based on 
an oral agreement or it may be based 
on a written agreement. 

We know that the acts of one part- 
ner are binding upon the other or 
others unless it be a limited partner- 
ship, in which event the public is on 
record that a limited partner is lim- 
ited in liability to the extent of his 
publicly acknowledged liabilities (lim- 
ited partnerships are more common 
among brokerage firms). We know 
that one of the partners can make con- 
tracts and incur debts that will bring 
disaster upon the partnership and upon 
the individual partners as well. We 
know that the assets of the respective 
partners can be attached to satisfy the 
acts of all partners. 

One of the greatest hazards which 
a credit manager faces in credit rela- 
tions with a partnership arises from 
the fact that in absence of any partner- 
ship agreement to continue the firm, 
the death of one of the partners auto- 
matically dissolves the partnership. 
This hazard is so well known today 
among the partners themselves that it 
is quite common for partnerships to 
have agreements concerning their con- 
tinuation in event of the death of one 
of the partners. 





What would the credit relations be in case 
the “key man” should die? Insurance on 
the lives of key men provides a financial 
buffer. for such a loss 

In the past decade, life insurance 
has come to the forefront and is defi- 
nitely recognized today as the best 
known medium of solving this all im- 
portant problem—how to continue the 
business of the partnership at the death 
of one of the partners. When life in- 
surance is taken in this connection, it 
is for the purpose of buying out the 
interest of a deceased partner, and 
when properly arranged is definitely 
linked with an agreement wherein the 
surviving partners are provided with 
the funds with which to buy the de- 
ceased partner’s interest. The life in- 
surance taken for this purpose is often 
taken by the individuals on each 
other’s life, rather than by the part- 
nership itself. ‘There are certain tax 
advantages to be gained by the taking 
of the insurance on each other’s life 
rather than have the partnership take 
the insurance, although the partnership 
itself can be the purchaser of the in- 
surance. In either event, however, it 
is very essential that a proper agree- 
ment be drawn between the partners 
covering the various phases of the 
rights and obligations of the respective 
partners, both during their respective 
lifetimes and upon the demise of one. 

Another very important use of life 
insurance among partnerships today is 
for the sole purpose of enhancing the 
partnership’s credit standing. Usual- 
ly, life insurance taken for this pur- 
pose is taken out by the partnership 
and payable to the partnership. In 
the event of the death of one of the 
partners, the proceeds of the life in- 


surance policy or policies immediately 
become payable to the partnership and 
with the proceeds thereof, debts can 
be liquidated and funds can be pro- 
vided for the carrying on of the busi- 
ness. When the partnership carries 
the insurance for this purpose, the cash 
values of the policies taken out by the 
partnership are assets of the partner- 
ship and as such are attachable in event 
the partnership becomes insolvent. 
Even if the life insurance is taken for 
the purpose of buying out a deceased 
partner’s interest and even if the poli- 
cies are taken on the lives of each other 
by the respective partners, the cash 
values thereof are attachable in event 
of insolvency by reason of the fact that 
each partner’s individual assets are sub- 
ject to attachment. 

Therefore, from the standpoint of 
the credit manager who is considering 
the credit of a partnership—the exist- 
ence of life insurance taken for either 
of the purposes mentioned should, 
without question, result in the approv- 
ing a larger line of credit than if such 
life insurance is not in the picture, 

Obviously, if the life insurance is 
taken by the partnership payable to 
the partnership for the purpose of en- 
hancing its credit standing, the credit 
manager has greater protection upon 
the death of one of the partners than 
in the other instance recited because 
of the possibility that the proceeds of 
the insurance policies (if taken out for 
the purpose of buying out the interest 
of a deceased partner) may be tied up 
as being payable to the deceased 
partner’s widow. Generally speaking, 
even if this be so and in event of in- 
solvency of the partnership at the death 
of a partner, these proceeds should 
probably be reached by the creditors 
but it might involve litigation to ob- 
tain it. Litigation always means ex- 
pense and delay. In this connection, 
therefore, it behooves the credit mana- 
ger to inform himself concerning the 
particulars of the life insurance in- 
volved and the details concerning the 
method of payment in the event of the 
death of a partner. 

Close corporations, as we all know, 
have the characteristics of an ordinary 
corporation except, of course, the stock 
is held entirely by a few individuals 
who are usually active in the manage- 
ment of the business. The interests of 
the stockholders do not necessarily 
have to be equal, although such equal 
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ownership interests are common. One 
of the important characteristics of the 
close corporation is the fact that the 
corporation stock does not possess a 
ready market for quick and profitable 
sale. It differs from the partnership 
in several respects. For example, it 
has perpetual existence unless its char- 
ter provides otherwise. The death or 
retirement of a stockholder does not 
terminate the corporation and the in- 
dividual assets of its stockholders are 
not subject to attachment in event of 
insolvency of the corporation. There 
are some exceptions, of course. 

In credit relations with a close cor- 
poration, one of the credit manager’s 
important duties, in my opinion, would 
be to size up the hazards which he 
faces, namely, what will likely happen 
to the close corporation if one of the 
owners dies—would his executor, his 
widow or his heirs come into the cor- 
poration to take his place; might the 
surviving stockholders be left with a 
minority interest; if the majority 
stockholder should die, might the busi- 
ness be thrown on the open market, 
merged with some other corporation, 
or what? Assuming that the sur- 
vivors would be permitted to carry on 
the business, would they be able to do 
so efficiently and would the death of 
one send the corporation on its down- 
ward path? 

Before passing to the next classifica- 
tion (close corporation) I might men- 
tion the fact that just as a sole pro- 
prietor may take life insurance upon 
a valuable key man, so too, can and 
do partnerships do likewise where there 
are key men involved. Ordinarily, the 
key men are the partners themselves 
but once in a while you run across a 
partnership where there is a key em- 
ploye who is not one of the partners. 
Obviously, if life insurance is carried 
upon this key man by the partnership, 
it should have a very favorable bear- 
ing to the credit manager in sizing up 
the amount of credit which will be 
approved. 

Close corporations are today using 
life insurance for the same two main 
purposes as outlined under my discus- 
sion of partnerships. Life insurance 
taken for the purpose of enhancing the 
credit of the corporation is the form 
in which the credit manager will be 
most interested, although the other 
purpose will and should have an im- 
portant bearing to him as well. Life 
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The problem often arises as to how the interest of one of the main stockholders in a 

corporation will be absorbed in the event of his death. Life insurance has solved this 

problem in many corporations by providing a plan for continuing the stock interest 
within the active management 


insurance taken for the purpose of en- 
hancing the credit of the corporation is 
usually taken upon the lives of the key 
men (they are usually the stockholders 
themselves) the premiums are payable 
by the corporation and the proceeds 
are payable to the corporation in event 
of the death of the insured members. 

During the lifetime of the insured 
members, the cash values are carried 
as assets of the business and as such are 
attachable in event of insolvency of 
the corporation. 

The other main purpose for which 
life insurance is taken, is to buy out 
the interests of a deceased stockholder 
in event of his death. As in the case 
of the partnership, the use of life in- 
surance linked with the proper agree- 


ment for the purpose of buying out a 
deceased stockholder’s interest is the 
best known device solving the import- 
ant problem of how to liquidate the 
interests of a deceased stockholder and 
transfer the ownership of the corpora- 
tion to the surviving stockholders. 

In the approval of credit for such 
a corporation, the credit manager can 
well afford to be more liberal with the 
extension of credit, if it has a well 
worked out plan of this character as 
against the same corporation without 
such a plan. 

The complete details of such an 
agreement and the full explanation of 
the life insurance tie-in would, no 
doubt, be of interest to each and every 
member of this group. To do such a 
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job thoroughly, of course, would take 
more time than the present discussion 
has at its disposal. ‘Therefore, I will 
pass on by stating that in the taking 
of life insurance for the purpose of 
buying out the interests of a deceased 
stockholder in a close corporation, the 
best method (in most instances) of so 
doing is for the individuals to take in- 
surance upon each other’s lives, rather 
than for the corporation to take the 
insurance (although this is sometimes 
done depending upon the underwriter 
and the attorney involved in the case.) 
It might be well for me to point out 
that if the insurance is taken by the 
stockholders upon the lives of each 
other, the cash values of the policies 
are not assets of the corporation and 
in the event of the insolvency of the 
corporation, the cash values of the pol- 
icies would not be attachable. You 
will note that this differs from the 
situation under the partnership ar- 
rangement wherein the assets of the 
individual partners were attachable in 
event of the insolvency of the partner- 
ship. ‘Therefore, if you as credit man- 
ager were approving a line of credit 
to a close corporation and were count- 
ing upon the cash values of the life in- 
surance policies to enhance the credit 
standing of the firm, it would be im- 
portant for you to know whether or 
not the insurance policies were being 
paid for by the firm or by the indi- 
viduals. 


Now we come to the fourth and 
last sub-division of the business 
group. 

The use of life insurance in the 
larger corporations where the stock is 
widely held is not as common for the 
purposes mentioned as in the three 
classifications previously referred to. 
However, the use of life insurance in 
ordinary corporations is quite common. 


In many instances these corpora- 
tions buy life insurance upon the key 
executives of the key man in order 
to indemnify the corporation for the 
loss of the key men’s services. 


Sometimes the life insurance is 
taken upon the financial executives to 
protect or retire a bond issue, or to 
protect or retire a mortgage. Endow- 
ment policies act as an ideal sinking 
fund—and include death protection at 
the same time. 


Sometimes you will find that the 
larger stockholders will take insurance 





upon each other’s lives for the pur- 
pose of buying out each other’s in- 
terests in the business in event of the 
death of one, but this is almost al- 
ways an individual matter and does 
not apply to the majority of the stock- 
holders by any means. The taking of 
any life insurance (except group in- 
surance and group pensions for. the 
benefit of the employees) by the cor- 
porations on any one connected with 
the corporation and for the benefit of 
the corporation must be approved by 
all of the stockholders. 

Another common use for life in- 
surance by the larger corporations is 
in the taking of life insurance upon 
debtors to protect themselves against 
the loss of the debt through the pre- 
mature death of the debtor. 

In this resume I have endeavored to 
give you a bird’s eye view of the im- 
portance of life insurance in the pres- 
ent-day economic business structure. 
Business men during the past two 
decades have become more and more 
conscious of the importance and use- 
fulness of life insurance to them and 
to their businesses. Astute credit man- 
agers are seeking more and more to 
acquaint themselves with the various 
ramifications of life insurance and its 
importance to the creditor as well as 


to the debtor. Some of these astute 
credit managers have made it their 
business to select as their life insur- 
ance counselor and advisor a com- 
petent life underwriter—one who 
keeps abreast of the life insurance 
business in all of its many ramifica- 
tions—and as a result of having done 
this, they have taken full advantage 
of the benefits of life insurance in the 
solution of their problems, particular- : 
ly in those instances where its use has 
proven most advantageous to all parties 
concerned. I commend this same 
action to those of you who may not 
have done this already. In order that 
there may be no misunderstanding, 
may I say that:—It has not been my 
purpose to say that life insurance is 
the cure-all for all of the credit man- 
ager’s headaches. Life insurance is 
one of his valuable aids when proper- 
ly used and properly fitted to each in- 
dividual case in accordance with the 
circumstances and needs thereof. The 
credit manager’s knowledge of life in- 
surance (or his ready access to the 
proper knowledge concerning life in- 
surance) is one of the useful tools in 
his kit of personal assets which will 
enable him to do the best possible job 
for his firm and for the debtor with 
whom he deals. 


An executive has nothing to do—almost 


As everybody knows, an executive 
has practically nothing to do—That is, 
nothing to do except: 

To decide what is to be done; to tell 
somebody to do it; to listen to reasons 
why it should not be done, why it 
should be done by somebody else, or 
why it should be done in a different 
way, and to prepare arguments in re- 
buttal that shall be convincing and 
conclusive. ... 

To follow up to see if the thing has 
been done; to discover that it has not 
been done; to inquire why it has not 
been done; to listen to excuses from 
the person who should have done it 
and did not do it.... 

To follow up a second time to see 
if the thing has been done; to discover 
that it has been done but done incor- 
rectly; to point out how it should have 
been done; to conclude that as long 
as it has been done, it may as well be 
left as it is; to wonder if it is not time 


to get rid of a person who cannot do a 
thing correctly; to reflect that the per- 
son at fault has a wife and seven chil- 
dren, and that certainly no other ex- 
ecutive in the world would put up with 
him for a moment; and that, in all 
probability, any successor would be just 
as bad or worse. ... 

To consider how much simpler and 
better the thing would have been done 
had he done it himself in the first 
place; to reflect sadly that if he had 
done it himself he would have been 
able to do it right ip twenty minutes, 
but that as things turned out he him- 
self spent two days trying to find out 
why it was that it had taken some- 
body else three weeks to do it wrong; 
but to realize that such an idea would 
strike at the very foundation of the 
belief of all employees that an execu- 
tive has nothing to do. 

—F. C. Bierneg, 
in Advertising Age. 
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Mississippi River Dam at Quincy, IIl. 
before completion. 


Can floods be controlled until the dam rises high, wide, 
and thick enough to impound the waters behind it -- before 
machinery has been installed to make it ‘‘work’’? 

Can credit losses be controlled unless the credit structure 
is complete -- unless it ‘‘works’’ when the need is greatest? 


American Credit Insurance 


carries credit protection to its ultimate height. The credit 
executive's good judgment, supplemented by ratings, 
financial statements, and Interchange Reports, provides 
adequate safeguard up to the date of shipment. American 
Credit Insurance provides sure protection after shipping. 

“‘American”’ policyholders have no ‘‘unexpected”’ losses 
through insolvencies or reorganizations. Also the accounts 
of delinquent debtors are promptly liquidated. 


All classes of accounts are insurable. Ask for further 
information. 


American Credit Indemnity Co. 


OF NEW YORK J. F. McFADDEN, President 


Chamber of Commerce Bldg., St. Louis, Mo. 
Offices in all principal cities of United States and Canada 





GET THIS FREE BOOK . . 
“The Lest Collection Letter J Eucr Used” 


Facsimiles of thirty vital, resultful letters contributed by Manufacturers and 
Jobbers. Cash in on their experience. Ask for free book: ‘‘The Best Collection 
Letter I Ever Used.” 


Copyright 1938, American Credit Indemnity Co. of N.Y. W15 











Educating 


on credit 


Sirs: 

After having read a great many articles 
similar to the one appearing on Page 2! 
of the April issue of “Credit and Financicl 
Management,’ I'm finally moved to make 
a comment. 

Why doesn’t the National Association do 
something about the situation which causes 
one credit man to lament to another that 
his income is not as large as it should be? 

Many articles have been written; miles of 
paper consumed, to provide the credit man 
an opportunity to tell other credit men how 
good he is. 

It has occurred to me on several occa- 
sions that inasmuch as you are in the throes 
of an educational program, that you might 
direct some of the education toward the 
management who are so frequently con- 
demned for not recognizing the ability (?) 
or worth of their credit men. 

Why doesn't the National Association 
create an examination, similar to a CPA 
examination, for credit men or alleged credit 
men, and when they have _ successfully 
passed such an examination, designate their 
qualifications by proper symbol and thus 
make it possible for the credit man to clas- 
sify himself, and then he won't have to 
worry if the Merchandise Manager, Sales 
Manager, Office Manager or somebody else 
is in the higher salary bracket—why not? 


Cordially yours, 
L. R. JOHNSON, 
Cleveland, Ohio. 


Dear Mr. Johnson: 

Mr. Paul Haase has just referred your 
letter to me. You may be sure that I con- 
cur with you heartily in everything that you 
say. During the last six months I have ap- 
peared before a number of groups such as 
Rotary and Kiwanis, and have told them 
without ‘pulling my punches” that business 
executives were utterly unaware of the im- 
portance of the functions and services per- 
formed by their credit departments and the 
effect of credit policies on the economic wel- 
fare of the nation. 


The citizens of Sparta were 
known for their fortitude. 
But, today, fortitude alone 
won't keep you out of the 


“red.” Insurance may. 


SINCE 1854 


THE PHOENIX 
INSURANCE COMPANY 


OF HARTFORD, CONNECTICUT 
Cash Capital, ss : - $6,000,000.00 
Surplus to Policyholders, $44,807,872.44 
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management 


mans worth 


The National Association of Credit Men, 
through the National Institute of Credit, is 
attempting to enhance the professional status 
of credit management. If there is any voca- 
tional calling that should be placed on a 
professional status, it is credit management. 
It is my own observation that, in order that 
a field of endeavor be recognized as a pro- 
fession, it must have two outstanding ear- 
marks: (1) a high standard of ethics, (2) edu- 
cational requirements for all those in the 
field. 


The code of ethics of credit management 
are expressed in the Canons of the National 
Association of Credit Men. The National In- 
stitute of Credit provides the facilities where- 
by those in credit work may become educa- 
tionally qualified or certified. The awards 
of Associate and Fellow are becoming more 
and more recognized as the professional hall- 
marks of the qualified credit man. 


To achieve the objective of making credit 
management a highly regarded profession 
will take a great deal of time and effort. 
We are doing everything in our power to 
make the credit fraternity conscious of the 
fact that those in authority will require that 
their credit managers have these distin- 
guished awards. 


As you know, the educational program of 
the National Institute of Credit is carried out 
on a collegiate level. Just recently, the 
Adult Educational Council made a survey 
of the educational activities carried on by 
trade and professional groups and has rated 
our program head and shoulders above all 
others. 


I have had a good deal of correspondence 
with Frank Wharton, Assistant Secretary of 
the Cleveland Association of Credit Men, 
quite recently and indications are that the 
educational activities in Cleveland will be 
increased next year. I would enjoy hearing 
from you again. 


Yours sincerely, 
CARL H. HENRIKSON, JR., 
Director—Education, N.A.C.M. 


Scars come as the result of 
wounds. Business wounds, 
the result of fire, windstorm, 
or explosion, leave no scars 
when insurance is properly 


applied. 


SINCE 1854 


THE PHOENIX 
INSURANCE COMPANY 


OF HARTFORD, CONNECTICUT 
Cash Capicral, ° 


Surplus to Policyholders, $44,807,872.44 


$6,000,000.00 





ee J believe that when I make a sale I must make a friend. And I 
believe thal when I part with a man I must do it in such away 
thal when he sees me again, he will be glad—and so will I. 99 


—E.sert Hussarp 


Who Wins the Games? 


Laat man on the mound can make or break the team. He 
carries the battle. Nearly always victory for the team depends 
on how he performs. It is a nine-man team but the crowd keeps 
its eye on the pitcher. ; 


In Insurance it’s the Agent. Victory depends on his enthusi- 
asm, ability, loyality and dependability. It is because the Agent 
has these qualities, that the Insurance Industry is where it is 
today. It is to the Agent that people turn for counsel and cov- 
erage. They believe in him because they have learned that 
his promises are made good. 


The army of Agents of the U.S. F. & G. give testimony to 
the success of this company in standing back of the Agents with 
the kind of reliability and service that back up their own trust- 
worthy handling of clients. U.S. F. & G. is proud to back up 


the “pitcher” and help him win his game. 


Consult your Agent or Broker as you would 
your Doctor or Lawyer 


U.S. F. & G. 


United States Fidelity & Guaranty Company 
with which is affiliated 


Fidelity & Guaranty Fire Corporation 
HOME OFFICES: BALTIMORE 
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This month's collectors: 


Submitted for the approval of our readers 


by C. W. BROWN, Credit Department, Goodyear 
Service, Los Angeles, Calif. 





Dear Sir: 

It is with a great deal of surprise that we note your account with us is past due. 

At the time we granted you credit we did so with the fullest confidence in you and 
your desire to maintain your account on a current basis. 

This confidence has not been misplaced we are sure, and therefore can only assume 
there must be some misunderstanding in regard to our charges. If this is true, won’t you 
please get in touch with us so we can give you our full cooperation in straightening out 
anything you might be questioning. 

If, on the other hand, you have merely overlooked sending us your check, will you 
please do so, using the enclosed envelope for your convenience. 

We assure you of our desire to continue to warrant your valued patronage. 

Yours very truly, 





by R. E. NYLEN, Asst. Treas., Carter & Holmes, 
Chicago, II1. 








Gentlemen: 

Although I have written you before, it was never my own letter over my signature, but 
always something dictated by Mr. However, Mr. left the city for a few 
days and I am going to dash off a letter much to the surprise of you, the boss, and per- 
haps even myself. 

You know, I see a good part of the correspondence here—opening the mail, looking 
over new accounts and accounts of old friends, etc.—and it gives me a grand sense of 
security in my job to see the way the business comes in. Not only does the business come 
in, but it is usually paid for very promptly. Sometimes, however, when a few of our cus- 
tomers don’t pay on time, I have to write letters which, at best, is not a pleasant task par- 
ticularly when you’re asking for money. Even though you are justified in doing so, such 
letters are oftentimes resented. 

We don’t like to write these letters any more than you like to receive them, but what 
are we going to do if you don’t take care of your account when it is due? If our customers 
would only write us and tell us when they could pay instead of ignoring our letters, life 
would be just a bowl of cherries for both them and me. 

Now, if you want to do a poor little girl a great big favor by making her work just 
a little easier, just send us a check covering the amount of your past due account. I should 
like nothing better than to say to the boss when he returns—‘‘Mr. paid his ac- 
count.” 

How about it? I’m depending on you. 











Yours very truly, 
Secretary to Mr. 














that is published in Crepir AND 
FINANCIAL MANAGEMENT has 
been very helpful in mapping out 
our collection programs. We are al- 
ways seeking a new approach to this 
problem and, while perhaps the en- 
closed letter is not particularly new, 
it has brought excellent results,” Mr. 
Nylen writes us in submitting his 
letter. 
“The idea of the letter was adopted 
from one we had received from a well 


my monthly collection letter 
uu 


known collection agency promoting 
their services, and it occurred to us 
that by incorporating the idea in a 
letter written over the signature of my 
secretary it might prove effective and 
it did bring astounding results. 

“We made a test by sending out 
thirty-five letters and we _ received 
thirty-four replies and thirty checks 
within a period of fourteen days. This 
may sound somewhat fantastic but, 
nevertheless, is very true. We hope 
that the letter will offer a suggestion 


or two to others who read it.” 

A great deal of collection letter 
writing, however, can be obviated if 
proper care is taken in analysis of 
credit responsibility. The most fun- 
damental, up-to-date method ever de- 
vised for knowing just how worthy 
your credit applicant is as a risk has 
achieved foremost standing among 
credit executives because it is based 
on the current record: The Credit In- 
terchange System of the National As- 
sociation of Credit Men. 
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Taxation 


coordination 


he realizes it or not. As such, he 

often pays taxes to more than one 

governmental agency on the same 
commodity or base, The Twentieth 
Century Fund points out. 

When you buy a package of cig- 
arettes, a large part of the price goes 
as a special cigarette tax to the fed- 
eral government, and in about twenty 
states another part goes to your state 
government. Moreover, in many states 
and a few local units, a part goes to 
the government as ordinary retail 
sales tax. 

When you buy gasoline for your 
car, you pay taxes to both state and 
federal governments. In some localities 
you even pay an additional tax for 
local purposes. 

If your income is taxed by the fed- 
eral government, it is often taxed by 
the state also. You must then file two 
returns and pay two taxes. 

If you are a corporation stockholder, 
you pay several taxes through your 
corporation. 

If you own property, you pay a tax 
to your local government and, in many 
states, to your state. 

If you buy alcoholic beverages, you 
pay a tax to the state as well as to the 
federal government. Local taxes also 
add to your burden. 

If you own mortgage bonds, you 
may pay a tax on the real estate they 
represent as well as on the bonds 
themselves. 

When you die, your estate may be 
subject to death taxes imposed by both 
state and federal governments. 

More than 175,000 taxing jurisdic- 
tions levy taxes on their inhabitants. 
The federal government competes 
with the states for the same economic 
resources, the states often compete 
with each other, the localities with the 
states and sometimes with other local 
agencies. 

In 1936 four-fifths of federal rev- 
enue and 55 per cent of state revenues 
came from tax bases subject to both 
federal and state taxes. 

These duplications impose burdens 
on the taxpayer and higher costs of 
administration upon some of the taxing 
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$100 Worth 


of Insurance, please... 








HAT’S the way thousands of men 
buy insurance. Sounds simple, doesn’t it? 
But insurance against what? How will it 


be paid? 


There is one man who reads insurance 
policies with interest and understanding. 
He is the experienced insurance agent. He 
knows exactly what he is buying for you. 
Insurance against what—and when and 
how it will be paid. And when a loss 


occurs, he is your representative. 


Insurance that minimizes the agent’s func- 
tion may lessen your protection, your 
service. Insurance is dollar protection. 
There ate no cut-rate dollars for sale. 





Let an experienced agent take a look at 
your business from an insurance point of 
view. Like a check-up by your family 
doctor, it can do no harm—may save your 
business life. 


NATIONAL SURETY CORPORATION 


VINCENT CULLEN, Presiden: 
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SAN FRANCISCO 


The San Francisco Fire claims 
against the North British & 
Mercantile Insurance Company 
amounted to about $4,000,000 
and were so promptly settled 
that the Company was placed on 
the N.A.C.M. “Roll of Honor,” a 
list of companies which had met 
their obligations at once honorably 
and without vexatious delays. 
This “Honor Roll” was compiled 
by a special committee of the 
National Association of Credit 
Men. They recommended that 
their report be “‘treated asa practi- 
cal guide in the buying of insurance in 
the future by Association members.”’ 


North British & Mercantile has always 
gone through conflagrations, panics and 
hard times without wavering, and is con- 
flagration and panic-proof. It is now in 
better financial condition than ever be- 
fore. Its reputation for paying just claims 
promptly and cheerfully is well known. 


Its loss-paying agencies dot the globe. 


NORTH BRITISH 
and MERCANTILE 
Insurance Co., Ltd. 


Home Office: 150 William St., New York 
San Francisco Office: 315 Montgomery St. 





Capita! Stock Fire 
Insurance Company 





units. When combined rates becdme 
high, an increase in the rate levied 
by one jurisdiction makes increases in 
the rates by other jurisdictions more 
difficult, and conflict arises. 

The Committee on Taxation of the 
Twentieth Century Fund and its re- 
search staff have studied this problem 
with the following question foremost 
in mind: How much can the tax sys- 
tem be coordinated without sacrificing 
local responsibility ? 

Our system of government _ is 
founded upon the principle of local 
self-government. The rights and priv- 
ileges of state and local government 
would exist in name only if they were 
not guaranteed independent financial 
power. 

The only major method that has 
been adopted to coordinate federal and 
state tax measures is* the tax-crediting 
device, whereby the federal govern- 
ment allows the taxpayer to deduct 
from his federal tax a substantial part 
of the death tax paid to the estate. The 
Twentieth Century Fund’s research 
staff suggests extending this device to 
the gift tax. 

The staff also points out that the 
states might give up the cigarette tax 
in return for substantial curtailment 
of the federal tax on gasoline, and 
that the federal government might 
share its liquor taxes with states agree- 
ing to give up their own liquor taxes. 

The states should reach a closer 
agreement among themselves on where 
given incomes arise and what the legal 
residence of taxpayers is. 

State taxes on real estate might be 
reduced or abolished to make the real 
estate tax more available to localities. 
This would decrease the tendency for 
localities to turn to states for aid. 

The Twentieth Century Fund 
Committee recommends appointment 
by the President of a non-partisan 
committee to study the problem of fed- 
eral, state, and local tax coordination. 
It should formulate for the three levels 
of government an expenditure, debt, 
and tax program that would eliminate 
as many of the conflicts and other con- 
fusions as possible and yet be conm- 
patible with a desirable degree of local 
independence and self-government. 


Experiments are being conducted to 
determine the value of peanut flour. 
If they turn out as expected, we shall 
probably see sandwiches made from pea- 
nut bread spread with peanut butter. 

—‘“National Grocers Bulletin” 
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National health survey 
uncovers illness facts 


Approximately 6 million persons are 
ill and unable to work, to attend 
school, or pursue other usual activities 
each day during the winter months, 
according to an estimate by the United 
States Public Health Service based on 
a national health survey covering 740,- 
000 families in urban communities and 
36,000 families in selected rural areas. 
The study shows the frequency and 


TRUTH DEPENDS ON MEN 


Most men are honest. Yet employee defalca- 
tions cause losses nearly as great as those of 
fire. You cannot prevent embezzlement. But in 
granting credit you can make certain your cus- 


severity of various illnesses in the dif- | 
ferent age groups and according to 
economic status. The relation between 
poverty and sickness is shown by the 
fact that disabling illness lasting 1 week 
or longer occurred at a rate of 57 per- 
cent higher among families on relief 
than among families with annual in- 
comes of $3,000 or over. Relief and 
low-income families not only experi- 
ence more frequent illness during a 
year than the higher income groups but 
longer illnesses on an average. 





tomers will be reimbursed for losses resulting 
from employee dishonesty. 


Insist on adequate fidelity coverage—as essen- 


tial as fire insurance; and suggest the F&D, 
which writes more fidelity coverage than any 
other company. With 48 underwriting offices 
and 7500 agents, the F &D affords 
experienced, skilled service in the 
underwriting of fidelity risks and in 
the settlement of dishonesty losses. 


Write today for the new F&D booklet 
—"WHAT IS A FIDELITY BOND AND 
WHY?” Mailed on request. 


FIDELITY AND SURETY BONDS 








BURGLARY, ROBBERY, FORGERY AND GLASS INSURANCE 


FIDELITY and DEPOSIT 


COMPANY OF MARYLAND 


HOME OFFICE: 


BALTIMORE 


i 





THIS NEW BOOK SHOWED 
US HOW TO CUT OUR 
BAD DEBT LOSSES 35% 


What are the odds 
against the retailer in 
lax installment selling? 


New free book reveals risks—tells 
how your retailer customers can 
control deferred payment credit 


Many of your retailers’ accounts will have to be 
written off or repossessed if their installment 
credit methods are lax! Analysis of 10,000 ac- 
counts shows the odds against the dealer in lax 
installment selling run from 2 to 1 to as high 
as 12 tol. 

Controlled installment selling reduces these 
high risks. The retailers who are doing an emi- 
nently successful job of deferred payment mer- 
chandising follow six basic principles to control 
their installment credit. These principles apply 
to any and all types of installment selling. 


Six things to do 


In his new 42 page booklet, ‘Controlled Install- 
ment Credit,’” the nationally known authority 
on credit problems, Dr. Clyde W. Phelps, ex- 
plains these six principles and shows clearly and 
definitely how to apply them to retail businesses. 

This new booklet tells how to select custom- 
ers, how to establish sound terms, when follow- 
ups should be made, when to suspend delin- 
quents and when to help them, when the dealer 
must act decisively. Your retailer customers will 
find it very helpful. 


Copy sent free 


Copies of Dr. Phelps’ booklet for 
distribution to your customers 
will be supplied for mailing cost 
only. You may obtain a free copy 
without obligation. Send the con- 
venient coupon today. 


HOUSEHOLD FINANCE 


CORPORATION and Subsidiaries 


Doctor of Family Finances” 





. one of America's leading family finance 
organizations, with 233 branches in 150 cities 


1878 * Completing sixty years of serv- , 1938 


ice to the American Family 
Se or 


HOUSEHOLD FINANCE CORPORATION 
Dept. CFM-F, 919 N. Michigan Ave., Chicago, IIl. 


Please mail me free copy of “Controlled Installment 
Credit.’’ This request places me under no obligation. 
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Supplemental 


hazard coverage 
Q. What is the additional hazards 


supplemental contract now known as 
the extended cover endorsement? 

A. It is a contract supplemental to 
the fire insurance policy. Under this 
contract the owner of property can in- 
clude protection against several haz- 
ards at a cost much less than that for 
separate policies covering the indi- 
vidual hazards. 


Q. What are the additional haz- 
ards that can be covered? 

A. In general, the hazards of wind- 
storm, hail, explosion, riot, aircraft, 
motor vehicles, and smoke or smudge. 


Q. Are there any other advantages? 

A. Outside of having the protection 
in one policy, the attachment of the 
supplemental contract to your present 
fire insurance policy will relieve you 
of worry as to the extent of your pro- 
tection should a material part of your 
building fall as the result of damage 


due to one of the hazards mentioned 
in answer No. 2. 
—‘Phoenix Insurance Company” 


Simple 
explosion 


Julius Lucas, a recognized author- 
ity on the standard fire policy, has 
suggested that the protection against 
“simple explosion” be made a part of 
the standard fire policy. He suggests 
that it is time to broaden the fire policy 
so that it meets the requirements of 
the insuring public. ‘Management 
Review” quotes from his article as fol- 
lows: 

“It is my very firm opinion that these 
requirements are not met unless there 
is incorporated in the policy itself pro- 
tection against the inherent hazard of 
the explosion. In my opinion, the re- 
moval of lines 59 to 61 (explosion ex- 
clusion) of the present policy is not 
sufficient. There should be incorpo- 
rated in the insuring clause of the 
policy language similar to that which 
is employed in the so-called ‘simple ex- 
plosion’ policy. 

“IT am of the firm opinion that this 
particular explosion hazard should be 


incorporated in the policy and can be 


incorporated without any increase in 
rates.” 

Mr. Lucas believes that smudge in- 
surance should also be incorporated in 
the standard fire policy, since it is a 
type of damage that is closely allied 
with the fire and explosion hazard.— 
“The Insurance Broker-Age.” 


Consumption habits 
now being studied 


The Bureau of Labor Statistics is 
bringing to a conclusion two major 


Jest at insurance and you 
make a joke of your busi- 
ness acumen. The only man 
who can afford to smile is 
the one who knows he is 
properly protected. 


SINCE 1850 


EE IIETIE, 
FIRE INSURANCE CO. 


CONNECTICUT 
$2,000,000.00 
$15,190,811.89 


OF HARTFORD, 
Orme Or rate lm 
Surplus to Policyholders, 








One escape from loss 
will pay the cost of 
insurance for years. 
May we tell you more? 


SINCE 1859 


IBLE ED 


Fire € Marine /njurance (ompany 
OU ee aA 

5 PSUR eeney 
$5,434,071.36 


Cash Capital, 
Surplus to Policyholders, 





studies of consumption, a study of the 
money disbursements of wage earners 
and lower-salaried clerical workers in 
55 cities, begun in the fall of 1934, tor 
the purpose of revising and extending 
its indexes of the cost of goods pur- 
chased by this group, and an investiga- 
tion of broader scope, undertaken in 
the winter of 1935-36, covering the 
consumer purchases of families of all 
income and occupational groups in 32 
cities. ‘The subject matter covered by 
the two studies is identical, but the 
groups covered and the methods of 
sampling and of analysis are different. 
Figures on the incomes of native 
white families including husband and 
wife show that among those not having 
been on relief at any time during the 
year covered by the schedule, the me- 
dian income varies from approximately 
$1,200 in Gastonia, N. C., to slightly 
over $2,000 in New York City. Me- 
dian incomes for the Negro families 
including husband and wife and not 
having received relief at any time dur- 
ing the year vary from $460 in Albany, 
Ga., to $1,350 in New York City. 


Regional differences 
in textile wages 


During the 10 years from 1925 to 
1934, the spread between cotton work- 
ers’ earnings in the North and the 
South had been generally decreasing. 
This trend was reversed after 1935. 
By July, 1937, northern cotton mills 
were reporting the payment of an aver- 
age of 50.0 cents an hour, as compared 
with an average of 39.7 cents reported 
by southern mills. Such a regional 
difference, although smaller than in the 
decade prior to 1933, was definitely 
larger than any which had prevailed 
during the operation of the cotton-tex- 
tile code under the National Recovery 
Administration. 
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Seven ratios 


tion of the balance sheet was dis- 

cussed by the Hartford Chapter of 

the National Association of Cost 
Accountants in a recent issue of “Con- 
necticut Industry.” 

In recent years, there has been a 
growing interest in the use of the 
analysis and interpretation of balance 
sheets. The use of ratios in analyzing 
statements is not new. ‘The current 
ratio has long been familiar, but the 
development of many of the other ra- 
tios is comparatively recent. ‘The use 
of ratios requires little additional 
work, and is of value not only in mak- 
ing comparisons of several successive 
balance sheets, but between several 
firms or with an average for a group 
of companies engaged in the same line 
of business. 

An intelligent use of financial ratios, 
however, can only be made if their 
limitations as well as their value are 
thoroughly understood. ‘Their accu- 
racy is dependent upon proper account- 
ing methods implying an understand- 
ing of the true meaning of each of the 
accounts appearing on the balance 
sheet. Ratios should not be used alone, 
and are not meant to replace other 
methods used in interpreting a balance 
sheet. Some of the more common ra- 
tios in use are: 

Quick ratios—derived by dividing 
cash plus receivables, plus short term 
investments, by current liabilities. This 
ratio is often termed the acid test and 
indicates the immediate ability of the 
company to satisfy current liabilities. 
A ratio of one hundred per cent is 
usually considered favorable. 

Current ratio—derived by dividing 
current assets by current liabilities. 
This ratio is considered one of the 
highest importance as it indicates the 
current strength of the company and 
the amount of working capital. It is 
used together with the quick ratio by 
bankers and credit men in determining 
credit strength. What constitutes a 
satisfactory current ratio varies, de- 
pendent on the nature of the business, 
but a 2 to 1 ratio is generally accepted 
as a favorable showing. It is impor- 
tant here to note that a satisfactory 
current ratio may on analysis disclose 
other ratios that are unsatisfactory. 

W orth-debt ratio—derived by divid- 
ing net worth by the total indebted- 


* The use of ratios in the interpreta- 
iV 


ness. This ratio, like the current ratio, 
indicates credit strength but not so 
much from the point of view of liquid- 
ity. It shows the source of funds in 
the business and whether the creditors 
or owners control the business. 

W orth-fixed ratio—derived by divid- 
ing net worth by investment in fixed 
and other non-current assets. Indicates 
whether the capitalization is ample to 
take care of plant equity and other 
non-current assets and to provide some- 
thing for working capital. 

Sales-inventory ratio — derived by 
dividing cost of sales by inventory. 
This indicates the rate of inventory 
turnover, and efficiency of inventory 
control. For any line of business, there 
is a normal period required for the 
fabrication of finished goods and the 
carrying of excessive inventories 
whether in the form of raw material, 
work in process, or finished goods, not 
only adds an extra financial burden on 
the company by tying up working capi- 
tal, but increases the possibility of loss 
through changing styles or obsolescence. 

Sales-receivables ratio—derived from 
the receivables and the average daily 
credit sales. This calculation gives a 
rough estimate of the number of days’ 
sales that are outstanding and by com- 
parison with the credit terms on which 
sales are made will reflect the efficiency 
of the collection department and test 
the currentness of the receivables. 

Sales to fixed assets ratio—derived 
by dividing the net sales by the fixed 
assets. Indicates the earning capacity 
of the plant investments. A compari- 
son of this ratio in successive balance 
sheets of the same company gives some 
measure of efficiency of the productivity 
of the plant. 


@ 


The easiest way of losing a cus- 
tomer is to allow him to become 
delinquent over an extended period 
of time.—Professor Theodore N. 
Beckman, Ohio State University. 


The merchant who can avoid 
bad debts and costs connected with 
slow accounts can benefit through 
greater profit or lower prices and 
greater sales.—Professor Albert F. 
Chapin, New York University. 


The Northern 
Assurance Came 


Through 100% 
in the 
San Francisco 
Disaster 


The Northern Assurance 
Company Ltd., was one of 
the ten “Honor Roll’ com- 
panies suffering a gross loss 
of over $4,000,000. 


The Northern had the dis- 
tinction of paying the largest 
single loss of any insurance 
company. 


In the Journal of Commerce, 
New York, on Tuesday, April 
24th, 1906, the Northern 
inserted an advertisement 
announcing that ‘Following 
its invariable practice of 
seventy years it will promptly 
and honorably pay its San 
Francisco losses in full and 
thereafter, as in the past, 
rank among the strongest fire 
insurance companies of the 
world.” Now, as then, the 
Northern with its wide di- 
versification of risk, is ‘‘con- 
flagration proof.” 


Northern Assurance Agents 
are qualified and competent. 
There is one in your city. If 
you do not know his name 
and address, write us. 


NORTHERN 


ASSURANCE CO., LTD. 


80 John St., New York 


Chicago San Francisco 


FIRE 
INSURANCE 
AND 
ALLIED 
LINES 





Ask anywhere in the World what repu- 
tation the Northern of London bears 


When writing to advertisers please mention Credit © Financial Management 
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COSMETICS — CONSTITU- 
TIONALITY OF A MAINE 
STATUTE PROVIDING FOR 
THE REGISTRATION OF 
COSMETICS. Bourjois, Inc. v. 
Clyde R. Chapman, et al, United 
States Supreme Court, April 26, 
1937. 

Bourjois, Inc., a New York corpo- 
ration, brought suit in the Federal 
Court in Maine seeking to enjoin the 
enforcement of Chapter 109 of the 
Public Laws of Maine, 1935, which 
provides for the registration of cosmet- 
ics as a condition to the sale thereof 
within the State of Maine, and the use 
thereof in beauty and barber shops, etc. 
The Supreme Court affirmed the deci- 
sion of the lower court dismissing the 
plaintiff's complaint. 

The plaintiff manufactures cosmetics 
in New York, has no place of business 
in Maine, and does not hold, use or 
sell cosmetics within that State. Among 
its many customers are some whose 
purchases are made in part on orders 
given in Maine to travelling salesmen 
of the plaintiff. But no order so given 


is binding until approved by the plain- 
tiff in New York. All shipments to 
Maine customers are made from New 
York and the sales of the cosmetics in 
Maine are not made in the original 
packages, that is, the large containers 
in which the cosmetics are shipped 
from New York. The plaintiff claim- 
ed that the statute violated the com- 
merce clause, but the court said that by 
its terms, the statute is limited in oper- 
ation to intrastate commerce and does 
not attempt to prohibit or regulate the 
introduction of cosmetics into the state. 
It is not directed to manufacturers. It 
applies only to persons who deal in cos- 
metics within the state. The state does 
not demand that the application for 
registration be made by the manufac- 
turer. Any person interested may make 
the application. As some cosmetics 
may injure the health of the users, the 
state may prohibit the sale in intrastate 
commerce of a preparation unless it 
has been found to be harmless. The 
fact that plaintiff’s products are made 
in New York, does not confer immun- 
ity from such regulation in Maine. 


A\n insurance company that is 
fair in its handling of claims 
will grow and prosper with the 


years. Employers Mutual has 
grown steadily, and rapidly, 
for more than 26 years. Its 
Workmen's Compensation, 
Public Liability, Automobile 
and allied forms of Insurance 
provide prompt, economical, 
and equitable Insurance Serv- 
ice to thousands of policy- 


holders. 


EMPLOYERS MUTUAL 
LIABILITY INSURANCE CO. 


HOME OFFICE: WAUSAU, WIS. 
* 


Branch offices in the principal 
cities of the Middle West. Con- 
sult your Telephone Directory 








The plaintiff contended that its in- 
terstate commerce was directly burden- 
ed because the registration in Maine 
involved payment of a fee, and that the 
state had failed to show that the fee 
charged, of $.50 per preparation, was 
not in excess of the cost of inspection. 
But the court held that the charges 
were not unreasonable on their face, 
and the presumption would be that if 
the receipts averaged more than enough 
to pay the expenses of administering 
the act, the legislature would moderate 
the charge. 

The plaintiff further contended that 
the statute violated the rights protected 
by the Fourteenth Amendment and the 
Constitution of the State of Maine, be- 
cause the power conferred upon the 
Board to grant or deny a certificate is 
unlimited, and the Board has issued no 
regulations and no hearing is provided 
for an applicant. But the court point- 
ed out that by Sec. 2 of the Act, the 
department was authorized to regulate 
or to refuse the issuance of certificates 
or to prohibit the sale of cosmetic prep- 
arations which, in its judgment, con- 
tained injurious substances, and that 
this delegation of the power to exercise 
such judgment was not obnoxious to 
the Constitution of Maine and did not 
contravene any provision of the Fed- 
eral Constitution. The court also 
stated that neither constitution requires 
that the exercise of such a power be 
preceded by the adoption of regulations 
or that there must be a hearing of the 


_applicant before the Board may exer- 


cise its judgment. The requirements 
of due process of law are amply safe- 
guarded by the Section of the statute 
which provides that an appeal shall lie 
from the refusal of the department to 
issue a certificate to the superior court 
of the State. 


Burial cooperatives 


Although the first known coopera- 
tive burial association was started as 
early as 1915, cooperative activity in 
this line is found in only the five States 
of Illinois, lowa, Minnesota, Nebraska, 
and South Dakota. As a large mem- 
bership is necessary in this type of asso- 
ciation, the present tendency is toward 
larger and larger units. The newest 
associations are those serving a number 
of local cooperative store associations 
throughout a whole district—repre- 
senting a combined membership of 


5,500-6,000 persons. 
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Big Year on 
Law Work 


As the time for the beginning 
of the San Francisco Credit 
Congress approaches, the Asso- 
ciation is rounding out one of 
its most active years of legisla- 
tive work. The year was mark- 
ed by passage of the Chandler 
Bankruptcy Modernization Bill 
(H. R. 8046) by the House of 
Representatives and by contin- 
ued concentration on efforts to 
have the bill passed by the Sen- 
ate; by the inauguration of a 
nationwide campaign for better 
state laws to protect material 
men on state public works proj- 
ects; by continued efforts to 
bring about changes in the Fed- 
eral Tax Law which would be 
beneficial to credit conditions 
and by revival of the Associa- 
tion’s opposition to the practice 
of clearing checks at less than 
par which has increased re- 
cently in the Northwest, Central 
and Southeastern parts, of the 
country. 

As this is written, a favorable 
report on the Chandler Bill by 
the Senate Judiciary Committee 
is expected momentarily. In 
view of the uncertainty regard- 
ing adjournment and the fact 
that a number of amendments to 
the bill were recently introduced 
on the floor of the Senate, it is 
impossible to foresee whether 
time will permit enactment of 
the bill before adjournment. 

Representatives of your asso- 
ciation, members of the National 
Bankruptcy Conference and 
others interested in the bill are 
working continuously for pas- 
sage of the bill which would 
represent one of the most impor- 
tant legislative accomplishments 
of the Association history. 

The efforts which are being 
made to obtain better state laws 
protecting suppliers of material 
on state public works projects 
bore their first fruit recently 
when the New York Legislature 
passed the Moffet-Pitcher Bill. 
Bills fashioned after the model 
state law which has been de- 
veloped by the Association were 

(Continued on page 41) 


Quaker Bowlers Victors 


Philadelphia. — Again this 
year seven of the teams in Dis- 
trict No. 2 had a Bowling Tour- 
nament, each association enroll- 
ing on a particular night within 
a certain period. 


Philadelphia again won the 
plaque and the scores are as 
follows: 


Philadelphia ....... 2,932 
er 2,923 
OS ee 2,842 
New York ......... 2,672 
Binghamton ........ 2,648 








RSOURE oc ccicssees 2,509 

NIUE owes ewe esess 2,337 

The names of the men on the 
Philadelphia team, as shown on 


the picture, are: James A. 
Guest, Federal Reserve Bank; 
H. J. Dornheim, Strawbridge 
and Clothier; Edward Hewson, 
Federal Reserve Bank; Clyde 
Martinson, Ninth Bank & Trust 
Company; John McKnitt, Corn 
Exchange National Bank; A. 
W. Sande, John Lucas & Co., 
and Hugh R. Carlon, Sherwin- 
Williams Co. 


John Abernethy Resigns; 
Goes With Richmond Rubber 


Richmond.—John Abernethy, 
for many years secretary-man- 
ager of the Richmond Associa- 
tion of Credit Men, has resigned 
to accept a position with the 
Richmond Rubber Company 
where he will handle credit 
and other financial matters con- 
nected with that organization. 


Mr. Abernethy will be associa- | 


ted with E. R. Patterson, presi- 
dent of the Richmond Rubber 
Company and the past-president 
of the Richmond Association of 
Credit Men. 


J. Norman Gibson has been 
selected by the Board of Direc- 
tors of the Richmond Associa- 
tion to succeed Mr. Abernethy. 
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Mr. Gibson assumed his new 
duties on May 16th. For the 
past seven years he has been 
credit manager for James Mc- 
Graw, Inc., and for four years 
prior to that time he was of- 
fice manager of the Fulton Brick 
Works. 

Those who were fortunate 
enough to attend the National 
Convention held in Richmond 
in June, 1936, will remember 
John Abernethy and E. R. Pat- 
terson, who was president of 
the Association at that time, as 
excellent hosts. Many N.A.C.M. 
members who knew both of 
these men will be glad to know 
of their business association. 





April Brings 
Largest Gain 
of 12 Months 


Louisville in Class A, Min- 
neapolis in Class B, Atlanta in 
Class C, Syracuse in Class D, 
San Antonio in Class E, are the 
winners in the 1938 membership 
contest. 

Even in face of rather ab- 
normal business conditions, the 
membership campaign for the 
year just closed showed a con- 
siderable improvement over that 
of 1937. As usual, the number 
of new members reported dur- 
ing April, the last month of the 
membership year, was the larg- 
est of the entire year and in 
this one month showed almost 
one-half of the net gain for the 
year. It is interesting to note 
that forty-one Associations in- 
creased their membership dur- 
ing April and fourteen showed 
a decrease. 

The race between Louisville 
and St. Louis for the Class A 
honors was exceptionally keen 
this year as Sam Schneider and 
Orville Livingston were engag- 
ed in a hot combat for these 
honors. St. Louis moved up 
from Class B to Class A last 
year and continued its good 
work with a net gain of 46 for 
the year and a percentage for 
the year of 108.89. However, 
Sam Schneider’s “Flying-Squad- 
ron” came to bat with a total 
of 26 net gain in the last month 
putting Louisville on top by a 
margin of about four points. 
San Francisco, the host city for 
the Credit Congress this year, 
came to the front in the last 
month of the membership race 
with a net gain of 18 and a 
gain of 49 for the year, making 
a good showing for third place 
at 106.87% 

The race in Class B between 
Minneapolis and Indianapolis 
was close down to the last day, 
Minneapolis winning out with 
a net gain of 11 new members 
in April as against 6 for In- 
dianapolis, giving the Minne- 
sota city the cup by a margin 
of a little bit over 2 points 
after the books had been closed 
and the percentages had been 
figured. 













































One of the most interesting | 


How Friendly 


races in the whole campaign 
this year was in Class C where 
Atlanta nosed out Cincinnati by 
a margin of less than 4 points. 
However, the showing made by 
Cincinnati, with a total gain of 
17 members in April and 72 
members in the year—the sec- 
ond highest total gain of any 
Association in the organization, 
gave the Ohio city a percentage 
of 137.5. However, Atlanta’s 
membership campaign, with a 
total advance of 54 for the 
year, gave the Georgia city a 
percentage of 141.22. 

Another interesting contest 
was staged in Class D where 
Tampa with a net gain of 25 
for the year put it out in the 
lead over Syracuse which had 
shown a gain of 42 for the 
year. Fort Wayne and E] Paso 
also battled bravely in this con- 
test with Albany also reporting 
a gain of 14 for the year. 

San Antonio won out over 
Nashville with a percentage of 
196.96 as against 189.13. Nash- 
ville reported 31 new members 
for April with a total of 41 
for the year. 


StPaulVotes 
By Mail On 
NewOtfficers 


Saint Paul.—The Nominating 
Committee, under the chairman- 
ship of G. G. Stifter, followed 
the rather unusual proceedings 
of sending a questionnaire to 
every member of the Saint Paul 
Association of Credit Men ask- 
ing the members to indicate 
their choice for president, vice 
president, and five directors. 
While this was in the way of 
an informal ballot, the Com- 
mittee used this method as a 
guide in making out the slate 
to be presented to the members 
at the annual election which 
was held on May 10th. 





Is Champion 
Golfer in 


17 Months 


New Orleans.—Mrs. Ed. Pils- 
bury, Jr., won the championship 
of the Colonial Country Club 
here recently defeating her op- 
ponent 7 and 6, in the final 36 
hole match. - Mrs. Pilsbury, Jr. 
took up golf only 17 months ago 
but shows that she is quite a 
golfer by turning in cards of 
43-45 for the morning round 
and a 42 for the first nine holes 
in the afternoon session. She is 
the wife of the son of Mr. and 
Mrs. Ed. Pilsbury, former na- 
tional president of N. A. C. M. 


| history 





Adjustment 


Settled $11,000,000 in 
Claims Without a Loss 


San Francisco, host city to 
this year’s Credit Congress, is 
the home city of an insurance 
company that celebrated its dia- 
mond jubilee in May. This 
fact of itself is interesting, but 
to credit men the real story 
back of this celebration is the 
fact that one of the largest Ad- 
justment Cases in commercial 
saved this company 
from extinction, brought a full 
payment to every creditor and 
established the principle in the 
tradition of commerce that 
friendly cooperation between 


| creditors of a company facing 


an unusual circumstance will 
bring results which no other 
method can boast. 

Fireman’s Fund Insurance 
Company of San Francisco today 
boasts assets of some $40,000,- 
000, but the story of its survival 
after the memorable holocaust 
of April 1906, is the chap- 


‘ter in its history of interest to 


credit men, for this part of the 
history tells how this company 


| came to be the only insurance 


company to survive the destruc- 
tion of its home city. 
Between the first terrifying 


| earth shock in the early morn- 


ing of April 18, 1906, and the 
last fading wisp of smoke on 
the cool, rainy night of April 
21, Fireman’s Fund risks to the 
value of $11,300,000 had been 
devoured by hungry flames that 
laid waste 3,000 acres of San 
Francisco’s business district. 
More than 8,600 San Francis- 
cans turned to Fireman’s Fund 
to replace their homes and 
places of business. 

Fireman’s Fund itself was 
burned out. Its records were 
just as inflammable as though 
they were not dealing with in- 
demnities for fire losses. 

Credit men well know how 
dependent business is on its rec- 
ords and accounts. However, 
the complete loss of reports, 
records and memoranda was 
only one of the morning-after 


headaches suffered by the com- 
pany. 

How to pay losses amount- 
ing to $11,300,000 from total 
assets of only $7,200,000 was 
the chief problem. A final and 
successful plan was worked out 
after a few disappointing starts. 

The plan, which was offered 


| by J. B. Levisori—then second 


vice-president and now chair- 
man of the board of Fireman’s 
Fund and affiliated companies— 
was based upon three essentials: 
(1) claimants to accept fifty 
per cent of their claims in cash 
and fifty per cent in stock; (2) 
collection from the sharehold- 
ers of an assessment to provide 
capital to continue the company 
in business; and (3) the collec- 
tion from reinsurers for the 
benefit of claimants. 

The assessment on the stock- 
holders brought practically 
unanimous response. Within a 
short time claimants represent- 
ing nearly ten million dollars 
accepted the offer for a settle- 
| ment of fifty per cent in cash 
and fifty per cent in stock. 

A total of 8,603 
amounting to about $11,300,000 
were settled without a single 
lawsuit, in spite of the fact that 
| every company record was de- 
| stroyed in the fire. The com- 
pany officially resumed opera- 
tions within 12 months after the 
big fire. The policy claimants 
received 5614% of their claims 
| in cash while the shares of stock 
have paid out well for those 
in a position to hold them for 
a short span. 





The National Association of 
Credit Men played an impor- 
_tant part in the adjustment of 
many policy claims after the 
San Francisco fire. It did not, 
however, enter into the picture 
| in Fireman’s Fund case as the 
| satisfactory plan as mentioned 
| above was worked out by the 
| officers and stockholders with 
| their claimants direct with the 
| excellent results mentioned. 





“Flying Squadron” Is 
Effective at Louisville 


Louisville—The Louisville 
Credit Men’s Association adopt- 
ed the plan of using a “Flying 
Squadron” in its campaign for 
new members. This “Flying 
Squadron” under the leadership 
of Chairman Edwards was re- 
sponsible for a total of thirty 
new members during the month 
of April. 


This resulted in the | 
Association closing the fiscal | 
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year with 659 members and 365 
Interchange subscribers. This 
was a net gain of 75 members 
for the year and brought the 
membership trophy to the local 
association for the second suc- 
cessive year and the seventh 
time in thirteen years that the 
Louisville Association has been 
awarded the first place cup in 
the N. A. C. M. contest. 


claims | 











2 Are Given 
Certificates 
At Syracuse 


Syracuse—David A. Weir, 
Assistant Executive Manager of 
the National Association of 
Credit Men, was the speaker at 
the May dinner meeting of the 
Syracuse Association of Credit 
Men, held at the Onondaga 
Hotel. Mr. Weir presented 
some very interesting thoughts 
on present day economics under 
the subject “The Uncertain 
Credit C.” 

The Annual Class Dinner of 
the Syracuse Chapter, National 
Institute of Credit, was held on 
April 21st with Carl H. Hen- 
drickson, Jr., Director of Edu- 
cation of the National Associa- 
tion of Credit Men, as speaker. 
The Senior Certificate of Fellow 
in the N. I. C. was awarded to 
Walter Kunze for completion 
of the junior and senior courses 
of the National Institute. A 
Certificate of Associate in N. 
I. C. was presented to Russell 
F. Coonley who had completed 
the junior course. 


Paint Men Are 
Told of Credit 


Education 


New York.—David E. Golieb, 
treasurer of the International 
Handkerchief Manufacturing 
Company, and chairman of the 
Board of Governors of the New 
York Chapter of the National 
Institute of Credit, was the 
honored guest and speaker at 
a well attended meeting of the 
Paint & Allied Group on April 
26th, 1938, held at the Building 
Trades Employers Association, 
No. 2 Park Avenue, New York 
City, N. Y. 

Mr. Golieb traced the prog- 
ress made by credit men and 
women in the development of 
credit education and construc- 
tive credit cooperation in the 
handling of credit matters. 








Dean Named 
New Head at 
Kansas City 


Kansas City.—J. G. Dean, of 
the Graybar Electric Co., was 
elected president of the Kansas 
City Association of Credit Men, 
at the annual election on May 
19th. R. W. Jackson, of Loose- 
Wiles Biscuit Co., was named 
first vice president, and J. H. 
Moses, of Rothenberg & Schloss 
Cigar Co., second vice presi- 
dent, and I. C. Smith, secretary- 
treasurer. 
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Ditienee Are 
Elected by 


Associations 


Some of the new officers 
elected by N.A.C.M. affiliated 
Associations during May are: 

Buffalo. — President, Willard 
H. Williams, Francis H. Leg- 
gett & Co.; first vice president, 
Irwin H. Raunick, Fairmont 
Creamery Co.; second vice pres- 
ident, Don A. Lingel, Sun Oil 
Co. 


Milwaukee. — President, Fred 
H. Zens, Standard Oil Com- 
pany; vice president, Geo. J. 
Christiansen, Hummel & Down- 
ing Co.; treasurer, A. L. Kohl- 
metz, Patek Brothers, Inc. 


St. Paul. — President, Frank 
J. Heran, Armour & Co.; vice 
president, S. C. Brennom, Pap- 
er, Calmenson Co. 


Dayton. — President, J. J. 
Braham, Inland Mfg. Co.; first 
vice president, J. N. Riggs, Day- 
on Pump & Mfg. Co.; H. C. 
Heider, The Standard Register 
Co.; treasurer, I. H. Jones, The 
Winters National Bank & Trust 
Co. 


Rochester. — President, Her- 
bert Bradshaw, Bausch & Lomb 
Optical Co.; first vice presi- 
dent, E. J. Connor, Defender 
Photo Supply Co.; second vice 
president, F. F. Johnston, S. C. 
Wells & Co.; treasurer, Walter 
H. Lapham, Weed & Co. 


Sioux Falls.—President, How- 
ard B. Holmes, John Deere 
Plow Co.; vice president, Oli- 
ver A. Bray, NW. Security Na- 
tional Bank; secretary, Edward 
L. Hebner, Sioux Falls Paint & 
Glass Co.; treasurer, Mrs. F. 
S. Markham, Tri-State Electric. 


Legislative 
Activities 
(Continued from page 39) 

also introduced in a few other 
states but the main drive will 
be commenced later in the year 
in preparation for the large 
number of sessions of state leg- 
islatures which will convene 
next January. 


CLASSIFIED 


Credit Manager, fifteen years ex- 
ppricace foreign and domestic trade. 
ntire responsibility extension of 
credit and collections. Also account- 
ant and office manager. Highest 
Tecommendations. Salary moderate. 


Box No. 1, Credit & Financial Man- 
agement. 








Credit Career 


There are many individuals 
whose unselfish efforts are 
worth while even though they 
do not receive proper recogni- 
tion and little or no applause. 
Such a one is Edwin J. Keefe, 
who does his duty as he sees it 
— and a little bit more — and 
makes no fuss about it. 

The Tampa Association of 
Credit Men is justly proud of 
the man who has been its presi- 
dent for the last eleven years 
and has given unstintedly of his 
time and talents in the service 
of his fellow members. Mr. 
Keefe, because of his knowledge 
of, and experience in, important 
business affairs, together with 
the fact that he is highly es- 
teemed by the entire member- 
ship and the wholesalers of the 
city generally, has added to the 
prestige of the Association and 
contributed in no small degree 
to the enviable reputation which 
the Tampa Association of Cred- 
it Men enjoys in this locality. 

Edwin J. Keefe was born in 
Jacksonville, Florida, in 1882. 
When he was about fifteen, he 
went to work for R. G. Dun & 
Company, at the Jacksonville 
office, and continued with them 
ntil he left Jacksonville to come 
to Tampa in 1903. In that year 
he entered the employ of Snow 
& Bryan Wholesale Grocery 
Company as Credit Man, gradu- 
ally working his way up until 
he became general manager. In 
1927 he purchased the entire in- 
terests of Snow & Bryan and 
continued the business as Bryan- 
Keefe & Company. He was al- 
ways active in Association mat- 
ters and a booster for Credit 
Interchange. In 1921 he was 
elected a director of the Asso- 
ciation and has continued to 
serve as director and president 
up to this time. 

He is also president of the 
Southwest Florida Wholesale 
Grocers’ Association, an organi- 
zation composed of all whole- 











sale grocers of the entire Tam- 
pa trading area. 

Mr. Keefe does not, however, 
confine his activities to business 
organizations and has been for 
the past eight years a member 
of the County School Board for 


Hillsborough County. Five 
years of that time he served as 
Chairman of the Board, and 
has just last week been re-elect- 
ed for another term of four 
years. He is the “business 
man” of the Board. The fact 
that he won over his two oppo- 
nents by a majority of 900 is 
evidence of the fact that the 
people of this County appre- 
ciate the highest type of busi- 
ness experience and ability. 

Mr. Keefe is a 32 degree 
Scottish Rite Mason, a member 
of the Justers, a past Potentate 
of Egypt Temple Shrine; he is 
also actively interested in any 
movement for the betterment of 
civic conditions. 

It is due largely to Mr. 
Keefe’s efforts that Tampa won 
the Class D membership cam- 
paign this year. He gave free- 
ly of his time and efforts and, 
when he called on a prospect he 
usually “brought home the 
bacon.” 





May Party at | 
Cleveland’s 
Election 


Cleveland.—The Annual Din- 
ner Meeting and May Party of 
the Cleveland Association of 
Credit Men was held at Hotel 
Cleveland on May 1ith A 


which the annual election was 
held, was the order of business 
after dinner at 6:30. 
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Trade Groups 
Fix Tables 


Los Angeles—The Annual 
Trade Group Night of the Los 
Angeles Credit Men’s Associa- 
tion was held at the Wilshire 
Bowl on Monday, May 23rd. 

The feature of this dinner 


| meeting was the decoration of 
short business meeting, during | 


tables by the various Trade 
Groups so as to reflect the types 
of business that each group rep- 
resented. 


Mrs. Fraser 
Honored by 
N. Y. Women 


At a dinner held in the Pom- 
peian Room of the Hotel Shel- 
ton, the entire present slate of 
officers, headed by Marion E. 
King, of Hudnut Sales Co., was 
unanimously re-elected by the 


New York Credit Women’s 
Group. 
Because the New York 


Women has valued the loyal 
and affectionate encouragement 
and friendship of Mrs. Martha 
Fraser, ever since its inception, 
it took occasion to bestow on 
Mrs. Fraser, who is wife of 
William Fraser, Treasurer of 
J. P. Stevens & Co., Inc., and . 
past president of both the New 
York and the National Associa- 
tion of Credit Men, a scroll, 
making her first honorary life 
member of the Group. Mrs.. 
Fraser will likewise be recipient 
of the first Group pin, which 
was not ready in time for pre- 
sentation with the scroll. 

Mr. Henry H. Heimann, Ex- 
ecutive Secretary of the Na- 
tional Association of Credit 
Men, Speaker of the evening, 
chose as his subject “Looking 
Forward.” Mr. Heimann gave 
his audience of about one hun- 





dred and twenty-five, a picture 
of the effects of government in- 
terference in business and ex- 
pressed the view that until we 
make a real effort to balance 
the national budget, we cannot 
expect a real recovery. After 
his address Mr. Heimann gra- 
ciously held a quiz. period in 
which he answered several in- 
teresting questions put to him. 


Mary Desmond 
Heads Buffalo 
Women’s Group 


Buffalo.— Miss Mary Des- 
mond, Trico Products Corpora- 
tion, Buffalo, was elected presi- 
dent, Miss Rae Morris, Markel 
Electric Products Company, Inc., 


| was elected vice president, and 


Miss Cecelia Butler, Dunlop 
Tire and Rubber Company, was 
named secretary, and Miss Lil- 
lian Russow, National Lead 
Company, treasurer, of the 
Women’s Group of the Credit 
Association of Western New 
York at its annual election. The 
Women’s Group has just closed 
a successful series of monthly 
meetings at which the average 





| attendance has been close to the 
| full roster of membership. 








Two Prexies 
Are Speakers 
At Rochester 


Rochester.—Wednesday, May 
1ith, was the red letter day in 
the history of the Rochester As- 
sociation of Credit Men. On the 
evening of that day the local 
association was host to the 
members of the Retail Credit 
Men’s Association and had as 
its guests of honor, Paul Field- 
en, president of the National 
Association of Credit Men, and 
J. Gordon Ross, president of 
the National Retail Credit 
Men’s Association, and all of 
the past presidents of the Ro- 
chester Association. 

This event drew one of the 
largest attendance records in 
the history of the local associa- 
tion and will long be remem- 
bered as the grand wind-up of 
a successful year by the .Ro- 
chester credit men. This was 
the last dinner meeting of the 
year for the local association. 


Withinaton Is 
New President 
At Philadelphia 


Philadelphia.—At the annual 
business meeting of the Credit 
Men’s Association of Eastern 
Pennsylvania, Philadelphia, 
Pa., held Thursday, April 28th, 
the following officers and direc- 
tors were elected: president— 
Ralph D. Withington, of the 
Philadelphia National Bank; 
vice president—Wm. A. Bruck- 
heiser, Thomas M. Royal & 
Company; directors — Harry 
Wilkinson, John B. Stetson Com- 
pany; Wm. Stockton, Atlantic 
Refining Company and C. L. 
Kressler, Certain-teed Products 
Corporation. 


F’. L. Lozes Is 
Honored By 
New Orleans 





New Orleans.—F. L. Lozes, 
manager of the collection de- 
partment of the New Orleans 
Credit Men’s Association, cele- 
brated his thirtieth anniversary 
with the organization on May 
6th, 1938. 

He was the recipient of a 
very handsome onyx base desk 
set, and was tended a dinner by 
the Directors of the Association 
at “Maylies.” President Bris- 
ter presiding turned over to Mr. 
Lozes a check voted him by the 
Board of Directors in apprecia- 
tion of his years of loyalty and 
conscientious service. 


ZEBRAFFAIRS 


One of the big events at the 
Credit Congress will be grand 
round-up of the Royal Order 
of Zebras, which will be 
held on Wednesday evening, 
June 8th, at which time election 
of National officers will take 
place, affairs of the Herds 
throughout the country will be 
discussed, and the balance of 
the evening given over to en- 
tertainment, which I am assured 
will be typically Western in 
character. 

We Zebras of San Francisco 
urge all our Brother Members 
to attend this Convention. If 
you have never visited the City 
by the Golden Gate, the oppor- 
tunity is here now for you to 
come and enjoy the hospitality 
of San Francisco and frater- 
nize with the Fellow Zebras 
from all parts of the Country. 

Let us show you what a 
cosmopolitan city San Francisco 
is. Visit with us a Chinatown 
which is Oriental in every re- 


spect, wander to Fishermen’s 
Wharf where the blue and 
white boats of the Italian 


fishermen are moored. Watch 
them cook great cauldrons of 
shellfish at their sidewalk 
stands, enjoy eating a dish of 
crab chioppino—something I 
have never found anywhere 
else—you will come back for 
more. 

Cross great bridges which 
span San Francisco Bay and 
the Golden Gate—surely the 
eighth wonder of the World. 
See where they are creating 
the Exposition to be held in 
1939. Come with us to the 
quietness and dignity of old 
Mission Dolores, the seat of 
Civilization in this great West- 
ern Land of ours. 

See the Japanese section, en- 
joy one of their meals where 
it is customary for one to re- 
move his shoes before seating 
oneself on the floor to be 
served at low lacquer tables by 
a daughter from the land of 
cherry blossoms. You will find 
the time all too short for your 
visit, and scenes that will linger 
long in your memory. 

The gates of the corral are 
open, and the San Francisco 
Herd of the Royal Order of 
Zebras extend to you a cordial 
invitation to join us by the 
Golden Gate in ’38. 

Zebraically yours, 
HERB FLETCHER 
Superzeb, San Francisco Herd 
Royal Order of Zebras 





By the 
Golden Gate 
in 1938 
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Herb Fletcher, 
Francisco Herd of Zebras, which 
plays an important part in enter- 
tainment of delegates to Credit 
Congress of N. A. C. M. 


Superzeb, San 


The Los Angeles Herd is 
contemplating the use of the 
famous Town House in Los 
Angeles as general quarters. 
The new Wedgewood Restau- 
rant in this famous hostelry has 
just opened a new cocktail 
room which is called the Zebra 
Room. The decoration in this 
room was designed by Wayne 
D. McAllister, a young man 
with many triumphs including 


the famous Biltmore Coffee 
Shop. The Zebra murals in 
this room were designed by 


A. B. Heinsbergen. 


Chicago.—The Chicago Herd, 
Royal Order of Zebras, held 
its annual party early in May. 

During the past two months 
the Chicago Zebras have been 
cooperating with the Associa- 
tion Membership Service Com- 
mittee and has taken on the 
new activity of sponsoring new 
Association members so as to 
acquaint these new members 
with other members of the As- 
sociation and to‘help them to 
become familiar with the ac- 
tivities of the Chicago Associa- 
tion. 

Officers of the Chicago Herd 
for the year 1937-38 are as fol- 
lows: Super-Zeb, Oscar Iber, O. 
Iber Company; Most Noble Ass 
of Asses, L. T. Hadley, Good- 
man Manufacturing Company; 
Three Horse Power Burro, W. 
T. Siddall, Brown & Sharpe 
Company; Royal Jackass, Oscar 
Bott, Yeomans Brothers Com- 
pany; Keepers of the Zoo, L. H. 
Bachner, Chicago Molded Prod- 
ucts Corporation, and S. L. Cri- 
bari, Marquette Cement Mfg. 


Company; Custodian, A. H. 
Sherbahn, The Boye Needle 
Company; Zebratary, J. F. 


O’Keefe, The Chicago Associa- 
tion of Credit Men. 











E. J. Payton 


Running for 
State Senate 


South Bend. — E. J. Payton, 
secretary-manager of the South 
Bend Association of Credit Men, 
received two honors early in 
May. First he was elected 
president of the South Bend 
Rotary Club, an organization of 
large influence in South Bend 
and the entire St. Joseph Val- 
ley, and in the Spring primaries, 
Mr. Payton received the highest 
vote which gave him the nom- 
ination for a place on the Dem- 
ocratic ticket as a candidate for 
State Senator from St. Joseph 
County. 


Dan Cauley Is 
New Secretary 


At Toledo, O. 


Toledo.—George Cole, for 
the past seventeen years secre- 
tary-manager of the Toledo As- 
sociation, has resigned, and Dan 
Cauley, for several years con- 
nected with the Cleveland As- 
sociation and more recently do- 
ing special promotional work 
in Cincinnati, has been em- 
ployed as Mr. Cole’s successor. 
Mr. Cauley assumed his new 
duties on May 16th. Mr. Cole, 
it is understood, has made a 
connection with a _ business 
house. His many friends in 
the Association will wish him 
success in his new connection. 


Pennsylvania 
Oil Men Met 
on April 24th 


Philadelphia. — The Second 
Annual Conference of the pe- 
troleum refiners and marketers 
credit groups of Eastern and 
Western Pennsylvania was held 
at the Penn-Harris Hotel in 
Harrisburg, Penna., on Sunday, 
April 24th, Monday, April 25th, 
and Tuesday, April 26th. 

The Conference started with 
a get-together dinner on Sun- 
day evening at which E. P. 
Atcherley, of the Shell Union 
Oil Corporation, Elizabeth, N. 
J., acted as toastmaster. Both 
morning and afternoon sessions 
were held on Monday and 
Tuesday. Subjects discussed at 
the sessions were “What’s Going 
on and Some of the Answers”, 
“Counselling with Customers in 
their Operating and Financial 
Problems”, “The Itinerant Cred- 
it Manager”, “Working Tools 
of the Credit Manager”, “Mer- 
chandising and Credit.” 
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UNLOCK 


THE CASH 
YOUR BUSINESS NEEDS 


Learn How Many Concerns Now Keep Cash 
Resources High and Credit Risks Low. 


OU have unused assets in your 
business that can provide you 
with immediate liquid capital at 
low cost and with absolute safe- 
guards against undue credit risks. 


Our open account financing plan 
includes the Limited Loss clause 
which insures you against all credit 
loss beyond a small agreed per- 
centage. It involves no “all-or- 
none’ contract. You can discount 
part, or all of your receivables 


COMMERCIAL CREDIT COMPANY 


with us, according to your cash 
needs. You surrender no part of 
your business control... take in 
no salaried partner . .. face no 
maturing loans from time to time, 
nor the necessity to arrange new 
ones. Ours is a self-continuing, or 
immediately terminable plan, at 
your option. Yet it costs, as a rule, 
less than the cash discounts you 
allow your customers. 


It will put your business on a cash 


Capital and Surplus Over $64,000,000 


BALTIMORE 


CHICAGO 


NEW YORK 


PORTLAND. ORE. 





SAN FRANCISCO 


basis without infringing on your 
control or inconveniencing your 
customers. In no case will your cus- 
tomers be notified of the change in 
your financing. In no way will their 
method of paying you be disturbed. 


You can use your receivables on 
demand, to strengthen your cash 
position, improve your credit 
rating, discount your obligations 
to suppliers, meet payrolls, pay 
taxes, and in other profitable ways 
to promote your business welfare. 


Experience has proved that our 
service gives a flexible, convenient 
type of financing to meet today’s 
highly competitive conditions. 


* 
“Capital At Work’’ 


On request we will mail 
you, without obligation, 
this concise booklet ex- 
plaining our service... 
Simply tear this off and 
mail it, attached to your 
letterhead. 


When writing to advertisers please mention Credit & Financial Management 
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The business thermometer: 


Manufacturers: 


Manufacturers’ sales during April 

1938 declined 29 per cent from last 
w April according to reports from 

about 1,000 manufacturers cooper- 
ating in the monthly joint study of the 
National Association of Credit Men 
and the Bureau of Foreign and Domes- 
tic Commerce. This decrease equalled 
the 29 per cent decline recorded in Jan- 
uary from last year, and exceeded the 
declines of 22 and 23 per cent regis- 
tered in February and March respec- 
tively. 

Total net sales of manufacturers dur- 
ing April decreased 9 per cent from 
March 1938 without adjustment for 
seasonal variation. This compares 
with a decrease of 2 per cent from 
March to April in 1937. 

Every major industry group for 
which sales data are shown, except the 
Printing, Publishing, and Allied Indus- 
tries Group, whose sales increased 914 
per cent, registered a decrease in sales 
during April 1938 from April of last 
year. 

The smallest decline was registered 





by the Petroleum Products Industry, 
whose sales were down 4 per cent on 
this comparison. Other decreases 
ranged down to the drop of 58 per cent 
recorded by the Iron and Steel Prod- 
ucts Group. 

Collections during April amounted 
to 74 per cent of total accounts receiv- 
able outstanding on April 1, 1938. The 
comparable ratio was 82 per cent for 
April 1937, and 74 per cent for March 
1938. The decrease in the collection 
ratio from last year was well distrib- 
uted throughout the major industry 
groups separately shown. All groups 
showed decreases except the Printing, 
Publishing, and Allied Industries 
Group, which increased from 53 per 
cent last April to 60 per cent this year, 
and the Rubber Products Industry 
which showed no change. 

The total volume of accounts receiv- 
able outstanding on April 1, 1938 was 
22 per cent smaller than on the same 
date last year, and 4 per cent larger 
than on March 1, 1938. 

Every major industry group for 
which credit data are shown recorded 
a smaller volume of accounts receivable 


than last year. The largest declines, 
45 and 47 per cent, were registered by 
the Motor-Vehicle Parts and Iron and 
Steel Products Industry Groups. 

Detailed figures are presented in the 
following table. 


Wholesalers: 
The dollar volume of wholesale 
trade declined 18% per cent dur- 
lu ing April as compared with April 
1937 according to reports from al- 
most 1900 wholesalers cooperating in 
the monthly joint study of the Na- 
tional Association of Credit Men and 
the Bureau of Foreign and Domestic 
Commerce. This was the largest de- 
crease in sales from the same month of 
the previous year which has been re- 
corded during the period of decline 
which began last October. 

Total net sales of wholesalers in 
April decreased 5 per cent from March 
without adjustment for seasonal varia- 
tion. 

The rate of collections on accounts 
receivable outstanding also declined 
from last April. Collections during 
April 1938 amounted to 69 per cent of 


MANUFACTURERS’ sales and collections on accounts receivable, April 1938 








Collection Percentages* 





Total Accounts Receivable 












Percent change : Percent change 
Industry Number of] April 1938 from , reporting Apr. 1, 1938 from As of 
firms —_ — ~~. 1, 
reporting ta : 8 
Apr. Mar. + Aprill | Mar. 1, » 
ones 1937 1938 | 00's) 1937 193g” | {000's) 
Food and kindred products, total. 387 —23.4 —15.8 —20.4 + 1.8 $19,131 
Confectionery™. ......... 285 —15.2 —16.8 —1.9 — 6.2 1,110 
Flour, cereals and other grain mill products. 12 —21.1 —15.9 — 83 — 4.8 977 
ae 11 —21.1 — 8.2 —21.5 — 1.5 1,020 
Wine. . 22 —36.3 —26.1 + 1.6 + 4.2 895 
Other food products. . 57 —31.6 —15.8 —23.1 + 3.0 15,129 
Textiles and their products, total.. 68 —34.0 —24.3 —20.0 + 6.0 19,251 
Clothing, men’s, except hats ‘ 16 5 —35.1 —12.2 — 2.1 5,398 
Clothing, women’s, 7 millinery... 14 — 8.2 —22.0 — 7.4 + 7.3 2,118 
Knit goods...... seas Noe e 9 —16.2 + 5.6 —12.0 +14.5 2,352 
Other textile products. i 29 —40.0 —28.0 —27.6 + 8.8 9,383 
Forest products, total 40 —35.6 — 83 —30.6 + 2.4 3,248 
Furniture. 22 —34.2 —12.3 —32.3 + 0.1 2,350 
Lumber, timber, and other miscellaneous 
forest products. . 18 —37.7 —1.1 —25.6 + 8.8 898 
Paper and allied products, total. 70 —26.7 —10.1 —12.3 — 0.2 15,046 
Paper, writing, book, etc.. 14 —16.1 —10.3 — 7.6 + 2.2 4,248 
Paper, Sante and other paper products. . 35 —31.6 —10.2 —27.3 + 1.5 5,036 
Wall pape Se 21 —34.7 — 9.5 2.5 — 3.1 5,762 
Printing, publishing and allied industries 7 + 9.5 + 6.4 —1.9 + 3.4 632 
Chemicals and allied aun total.. 50 —21.0 +1.4 — 7.8 + 7.6 15,653 
Paints and varnishes...... 19 —23.3 + 9.6 —15.4 +17.1 4,123 
Pharmaceuticals = proprietary medicines 15 —13.4 — 5.0 —10.0 — 6.0 1,737 
Other chemical products.................. 16 —21.5 + 1.0 — 3.7 + 6.7 9,793 
Petroleum products. .. i 16 — 43 + 0.8 — 3.4 + 2.5 25,671 
Rubber products. . . 8 —32.1 —44 —28.5 + 2.0 4,331 
Leather and its products, total 53 —20.0 —16.9 —13.2 — 0.4 32,845 
Boots and shoes..... 22 — 8.6 —17.3 —9.4 + 0.5 28,898 
Stone, clay and glass products. . . 29 2 — 3.6 —16.4 +15.8 »764 
Iron and steel and their products, total......... 70 —57.6 — 8.5 —47.2 + 9.0 24,779 
ee Eek 5c bi eh 2OR 12 —47.3 — 9.0 —39.5 —4.4 2,496 
Stoves, ranges and steam panting egDaRaNe. 13 —41.3 + 6.3 —44.2 — 43 2,141 
Other iron and steel products... 45 —59.9 —10.1 —48.3 +12.7 20,142 
Non-ferrous metals and their products. . 35 —44.0 — 5.2 —25.5 + 2.8 9,906 
Machinery, not including transportation 
equipment, total. . 139 — 7.8 —22.0 + 2.1 27,354 
Electrical machinery, apparatusand supplies 83 — 2.5 —21.6 + 1.9 18,108 
Other machinery, one and supplies. . 56 —15.6 —22.9 + 2.4 9,246 
NINO ITED... ow 5.5 son ips cweseneeen 32 — 0.3 —45.4 + 9.4 3,695 
Miscellaneous industries. . 38 — 6.1 —13.6 +15.8 166 
MN gas « Covccbuicksctkicckeeeee 1,042 — 8.6 —22.1 + 4.0 | 214,970 








*Collection percentages represent the 
These data are taken ~; i Soa mon 


nt of total dollar collections reported to the total of accounts receivable oma b by the same 
products 
Bureau of Foreign and Dom 


firms. 
a Sout on sales of confectionery and competitive chocolate prepared by the Foodstuffs Division of the 
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PROTECTION o ASSETS 


ESSENTIAL TOU 


GRHEDIT 
STRENGTH 


When Mr. Banker examines a loan application he 
expects to find sufficient assets to vouchsafe today’s 



























security of the loan. Moreover he expects these as- 
sets to be guarded against the many risks of acci- 
dental loss to which they are constantly exposed. He 
looks for the protection which assures him that the 
financial stability of the organization will be pre- 
served in the event of such loss. 


Adequate Insurance is recognized as the safest, 
soundest and most economical method of providing 
protection for the resources of a business—as well 
as reimbursement for possible disruption of its 
earning capacity. 

The Commercial Union Group, is one of the 
world’s foremost Capital Stock insurance organiza- 
tions writing practically all kinds of insurance 
except Life. It has the honor to felicitate the 45rd 
Annual N. A. C. M. Credit Congress now assembled 
at San Francisco, and to pledge the cooperation of 
its widespread system of expert Local Representa- 
tives and its world facilities in keeping high the 
credit standing of Business. 


WS 


_ COMMERCIAL 
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es 
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COMMERCIAL UNION ASSURANCE COMPANY. LTD. Tue OCEAN ACCIDENT & GUARANTEE CORPORATION LID. 


‘AMERICAN CENTRAL INSURANCE COMPANY CHE BRITISH GENERAL INSURANCE COMPANY, LID. 
COLUMBIA CASUALTY COMPANY S UNION ASSURANCE SOCIETY, LIMITED 
THE PALATINE INSURANCE COMPANY LTD. Gite COMMERCIAL UNION FIRE INSURANCE COMPANY 
CHE CALIFORNIA INSURANCE COMPANY 
NEW YORK CHICAGO ATLANTA SAN FRANCISCO 


(STOCK COMPANIES) 
HEAD OFFICE - ONE PARK AVENUE, NEW YORK, N.Y. 


When writing to advertisers please mention Credit © Financial Management 


45 








accounts receivable outstanding on the 
first of the month. The corresponding 
ratio was 73 per cent for last April and 
69 per cent for March 1938. 

The total volume of accounts re- 
ceivable outstanding on April 1, 1938, 
was 11 per cent smaller than on the 
same date last year. Compared with 
March, outstandings on the first day 
of April increased 4 per cent. 

The cost value of stocks on hand at 
the end of April was 12 per cent small- 
er than at the end of April 1937, ac- 
cording to reports from over 1100 
wholesalers reporting these data. The 


value of stocks declined about 3 per 
cent from the end of March. 

April sales in every trade for which 
data are separately shown were under 
last April except the Tobacco Trade 
which was at the same level as last year. 
Several groups reported moderate de- 
clines from last year. Among these 
were distributors of Leather and Shoe 
Findings, whose sales declined 3 per 
cent, wholesalers of Meats and Meat 
Products down 5 per cent, and distrib- 
utors of Clothing, Petroleum and 
Drugs with losses of 7 per cent, 8 per 
cent and 9 per cent, respectively. De- 





creases in the other lines ranged down 
to the decline of 38 per cent in sales 
of Jewelry wholesalers. 

Sales declines from last April were 
recorded for all regions. The smallest 
relative declines were registered by the 
West North Central and West South 
Central Regions with decreases of 13 
and 15 per cent respectively. The New 
England Region registered the sharpest 
drop in sales with a decline of 24 per 
cent. 

Detailed figures are presented in the 
tollowing tables. 


WHOLESALERS’ sales and inventories, April 1938 


Dollar Sales 









End of Month Inventories (Cost) 


Stock-Sales Ratios# 


: : Percent change Percent change 
Kind of Business oe <4 of Apr. 1938 from April Apr. 1938 from Apr. 30, April April ie. 
reporting 1938 1938 1938 1937 1938 
. Apr. Mar. | (000’s) April Mar. | (000's) 
1937 1938 1937 1938 


IO II ss no's 0s 0 5 ncivn vices sccencst 
Clothing and furnishings 
Shoes and other footwear....................... 
Drugs and drug sundries**. .. . 
SER, cpen CbGi6 wie 85,05 
Electrical goods. . 
Farm products (consumer goods) 
Furniture and house furnishings............... 
Groceries and foods, except farm products st 
Meats and meat products ee CUEbEGKGs aS¥ wnt ke 
Total hardware group.......................... 

General hardware............ 

Heavy hardware. 

Industrial supplies*. . be. sate 

Plumbing and heating supplies kkk neected 
Jewelry and optical goods 
Leather and shoe findings...................... 
Lumber and building materials................ 
Machinery, equipment and supplies, except 

I eas 5 ecaias katie web en's 


ns kiis cass wcseesits 
Paper and its products.......................+- 
ES ee ENE a wba rcee si eeancivn< seh 
Surgical equipment and supplies............... 
Tobacco and its products....................... 


es ot os das cnune tes bnnaey ene 














+ 9.2 — 4. 
—20.3 + 8. 
—16.1 —24. 
— 8.9 — 8 
—15.5 —24 
+ 3.7 —12. 
— 9.0 + 8. 
— 0.9 —16. 
— 6.1 — 6. 
+19.4 —18. 
— 2.3 —12. 
— 2.6 —1l4 
— 4.7 + ©. 
— 5.5 —4 
+ 5.9 —17 
— 3.6 — 3. 
+ 3.6 —12 
— 3.7 — 6 
— 4.7 +12 
— 4.9 +23. 
+10.3 — 
— §.1 —12. 
— 4.9 —34. 
— 6.6 — 6. 
+ 1.6 —24. 
—21.9 — 0. 








MAO ORWOONW HO RIWOH OM 


ee ONT OF 




























*This heading also includes distributors of mill, mine and steam s' pone. 
#These Stock-Sales Ratios are percentages obtained by dividing Stoc: 


**T otal Sales, including liquors, wines, etc. 
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+ 0.4 266 334 
— 0.3 548 322 
—15.5 126 114 
— 1.3 222 207 
—1.4 392 315 
— 2.9 113 154 
—14.1 48 61 
— 2.6 224 250 
— §.1 157 170 
+ 2.0 75 73 
— 0.7 262 304 
— 0.8 302 319 
— 2.0 196 295 
+ 0.5 195 279 
— 0.9 198 246 
— 4.1 305 519 
— 5.8 411 381 
+ 2.3 147 197 
— 0.4 214 312 
+ 3.7 206 337 
+ 0.2 168 178 
—30.8 51 43 
+ 1.3 214 192 
+ 5.0 3,152 84 62 
—15.9 5,730 183 235 
— 2.9 | 212,233 194 206 





by Sales for an identical group of firms. 


WHOLESALERS’ accounts receivable and collections, April 1938 


Kind of Business 


IIR ro, ak coals abe oh waeesaem 
en NORD 5 0 0 0:80 b's nnn vs bes eens 
ns Mel GEE BODUIIOEE.. . . 5 55 oss cc cee cn ces ccesecees's 
ERE ee re eer 
CS cacae svat erbokaaKhes since dexescesse 
Electrical eect Cec susaiaseceoan ls 
Farm products (consumer goods).....................+5. 
Se eee 
Groceries and foods, except farm products Léskeseentdecee 
Meats and meat products LEER AREEEAGKAS eRe een Suecubeee 
es Sensei ssbcnene dans sussnu’ 

so Fi oa conan sesoskaieen eens 

iS Sons ce cine se oaseeehe oes 

Industrial supplies**........ RSae bt yesh saat erees este 

Plumbing and paatins SR eC cane neker as 


Furniture anf 


Jewelry and optical goods 
Leather and shoe findings 
Lumber and building materials 


Machinery, equipment and supplies, except electrical... 
eee eee AL Kk bh sess Ab eh bSUbhONNSS ESR NERS 
NR ooo, CL Pc te hanes puiativaniy ten 
I ok b cu cbeshebseGueebacbeuh® 
a Ne Ss wall wee Sh gb 
Surgical equipment and supplies....................... 


Tobacco and its products 


Sd sn Lk em ceahsbbein Commedia 











Collection Percentages* Total Accounts Receivable 
Number of Percent change 
firms ; Apr. 1, 1938 from 
reporting Apr. Apr. Mar. As of Apr. 
1938 1937 1938 1, 1938 
Apr. 1, Mar. 1, 
1937 938 

Litas 67 54 5.0 + 4.3 $1,899 
ohare 17 47 6.0 + 9.9 2,721 
a 30 48 6.9 +18.3 12,529 
sabe 121 72 0.6 + 1.5 23,913 
oecneeee 85 45 19.0 + 2.2 19,547 
cegcheah ae 275 71 18.1 + 0.5 19,810 
Sea hg edee 15 130 0.4 —1.2 962 
Spebuekeee 30 52 21.2 + 9.2 4,258 
‘aoa 277 98 5.8 + 0.3 30,177 
Sade sale 13 200 5.3 + 1.1 4,415 
psases eee 391 51 5.2 + 5.6 45,941 
caalieeee ie 144 49 —10.2 + 5.8 32,107 
‘asekecnee 24 64 —33 .8 +12.0 1,783 
sek akesnee 120 56 —25.3 + 3.8 6,703 
‘cakes eee 103 53 —20.3 + 4.5 5,348 
ee 36 19 — 6.3 + 1.4 2,696 
eR 10 42 — 9.3 —1.9 264 
‘adub ie Sie 17 63 —14.9 +16.4 1,495 
iisanenie 19 51 — 5.6 —1.5 2,921 
ccuealetee 7 78 —28.0 +16.8 444 
Si Vakee een 6 61 —15.1 + 6.8 2,152 
is tin se wee 42 62 —18.4 + 1.7 4,508 
“it cia ae 4 88 + 1.0 + 6.9 3,091 
esesweek’ 29 47 — 2.9 — 0.4 923 
wees eh aaa 56 122 + 7.8 + 5.1 4,907 
peverkeeeE 23 63 —11.7 +14.0 4,414 
5 se aa 1,570 69 —11.0 + 4.0 193,927 


i 
*Collection percentages represent the percent of total dollar collections reported to the total of accounts receivable reported by the same firms. 
**This heading also includes distributors of mill, mine and steam supplies. 
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WHOLESALERS’ sales and inventories, by geographic regions, April 1938 
























Dollar Sales End of Month Inventories (Cost) 
Percent change Percent change 
Kind of Business and Region oo Apr. 1938 from April he of} “Apr. 1938 from Apr. 30, 
. 1938 : 1938 
reporting A reporting , 
es (000's) stocks Apr. Mar. (000's) 
1937 1938 
New England RndGho waneeecbedaseedipaameseeees 105 —23 .8 + 2.0 $4,864 60 — 9.7 — 0.5 4,951 
i on cn ncccksckctuwaseenes 31 —37.1 + 8.5 1,080 26 —14.8 — 2.6 1,566 
Groceries and foods, except farm products. . 12 — 6.3 — 3.3 565 _ — — — 
Heavy hardware lads ¢Sipes avak baanesiest 5 —34.0 + 9.4 70 5 — 4.5 — 0.3 338 
Industrial supplies* cakateans se Reape Seweeaens 15 —33.7 +10.5 273 9 +26.8 + 6.8 630 
Plumbing and heating supplies............. 10 —29.4 + 8.5 254 6 —18.0 — 0.3 575 
Tobacco and its products................... 5 — 3.5 + 2.1 584 _ o — —_ 
OSE REE ORE 411 —18.1 — 3.9 35,763 236 —12.9 — 3.3 35,495 
Automotive supplies. ............cccscceees 8 — 9.3 + 6.9 108 — — — — 
Clothing and furnishings, except shoes... . . 4 — 4.0 —15.5 995 — — — — 
Shoes and other footwear................... 10 + 9.6 —15.2 832 6 —19.9 — 9.7 1,142 
Drugs and drug sundries................... 24 —7.1 — 5.6 4,365 18 — 8.0 —1.9 5,004 
eR Rel ay ken coce nines eanepens 18 —40.4 —21.9 1,028 12 —16.3 + 2.5 | 2,164 
Ne Sogo bicntanestiselsgse cn aet 66 —33.3 + 0.8 3,341 57 —24.0 — 3.9 4,142 
Farm products (consumer goods)........... 5 —10.6 —12.8 489 -- _- — — 
Groceries and foods, except farm products. . 62 —14.4 — 9.5 7,994 22 —0.1 — 8.8 8,920 
Meats and meat products.................+- 4 —15.4 +17.7 3,275 -- — = — 
NG en casa itagsssneccceses 32 —13.0 + 3.6 2,162 15 —14.5 —2.4 3,401 
no iss wckdeeasnenie 10 —22.6 + 2.0 414 7 — 2.7 — 3.0 944 
SE III on ok 5 cccccvasesesescess 41 —37.4 — 8.3 1,089 26 —14.1 + 0.6 2,116 
Plumbing and heating supplies............. 42 —34.2 “+ 2.1 1,085 33 —21.1 — 2.8 1,499 
Jewelry and optical goods.................. 19 —48.6 + 0.7 417 10 — 3.6 — 1.6 1,810 
Lumber and building materials............ 6 —33.8 —14.3 192 — — — — 
Paper and its products...................+- 18 —25.6 — 9.6 1,209 6 —19.7 — 2.3 993 
Surgical equipment and supplies........... 6 —12.0 + 5.8 73 _— — — _ 
Tobacco and its products................... 20 + 1.8 + 2.2 4,431 8 —26.5 + 7.6 2,595 
ee 348 —22.9 — 2.0 27,219 209 —14.7 — 2.8 36,640 
Automotive supplies. ..................055- 27 —18.2 + 3.5 417 17 — 3.9 + 0.9 694 
Clothing and furnishings, except shoes. .... 4 —22.1 —43.1 116 — — — — 
Drugs and drug sundries................... 24 —17.3 — 8.3 2,984 15 — 8.0 — 3.4 3,980 
ee once cen aulaecies ooh - 10 —3.3 | — 4.7 912 8 —21.6 | —6.2 2,214 
oc aww gaa eas aol aeid 55 —31.3 + 3.8 4,119 40 —16.2 — 2.2 3,730 
Groceries and foods, except farm products. . 79 —16.5 — 4.8 7,281 42 — 9.3 — 3.2 6,790 
CIID, vnc cacdssvcsccecsessees 20 —25.7 + 1.8 4,137 17 —22.6 — 2.2 11,973 
Industrial supplies*......... Sedueneona we esse 28 —47.5 — 2.6 1,021 19 — 7.7 — 0.4 2,913 
Plumbing and heating supplies............. 9 —33.0 + 0.7 307 4 0.0 — 4.1 139 
Jewelry and optical goods. ................. 16 —40.4 —14.3 276 7 — 5.0 — 8.9 605 
ACE an unas did au nn ee 6's o.5:00'2 ha 4 —18.0 — 7.4 250 - — — — 
Leather and shoe findings.................. 4 —22.2 + 7.7 56 — — _~ — 
Paper and its products..................... 14 —26.3 — 4.8 1,335 6 —16.8 — 2.2 455 
Tobacco and its products................... 30 + 0.6 + 2.7 1,831 ll —13.7 — 7.9 234 
We I iscsi civ scccecuseseess 225 —13.1 — 5.4 28,631 145 —17.4 — 5.8 45,494 
Automotive supplies...................---. 11 — 4.8 +21.1 316 one sas ‘int ha 
Clothing and furnishings, except shoes... . 7 —17.6 —30.3 122 — _ — — 
Shoes and other footwear................... 6 —24.2 —18.0 3,478 4 —21.4 —17.7 2,975 
Drugs and drug sundries................... 15 —10.2 — 9.9 2,105 14 — 8.4 — 0.7 4,124 
Ee Og ciy sla dicinea snaie.a 064 9 —19.0 —20.7 2,656 8 —24.1 —1.3 4 12,529 
a ac xcs an wsineotie ne 31 —19.4 + 7.7 1,736 27 —14.1 — 2.3 1,819 
Furniture and house furnishings........... 8 —16.3 + 8.4 1,425 5 —19.2 — 4.7 2,373 
Groceries and foods, except farm products. . 48 —10.9 — 4.0 4,918 30 —15.3 — 8.9 6,431 
Sn nnn gcadecenksseesipaes 14 — 9.0 — 5.8 3,117 13 —14.9 + 0.8 8,989 
ce 55 cb avdyeeessenaea 4 5 —11.5 — 6.1 7 — — — — 
Industrial supplies*......... ene denser eae 15 —18.2 + 7.2 505 8 —7.7 — 3.8 763 
Plumbing and heating supplies............. 13 —20.4 + 1.3 309 7 —14.5 — 3.1 596 
Jewelry and optical goods... .. Eset oxen 5 —28.4 —12.8 68 4 + 1.4 —1.4 218 
Surgical equipment and supplies........... 6 —14.7 — 9.4 58 _ — — — 
Tobacco and its products................... 8 — 8.6 — 2.2 307 4 —20.3 — 5.5 137 
NS os rab cic dwneechesee sien 251 —17.8 — 5.6 14,421 144 —10.0 — 3.1 16,366 
Shoes and other footwear... .. ne 5 —10.0 —24.7 1,142 4 —35.7 —20.0 1,153 
Drugs and drug sundries........... se 23 — 5.8 —14.9 1,862 15 + 1.4 + 0.1 3,513 
ts e564. aa och nK ease ened 13 —23.8 — 7.2 784 6 —23.9 — 5.5 1,230 
Electrical goods.......... Setisia swe bee aeaui 42 —33.8 + 8.2 1,922 36 — 8.8 — 4.5 2,473 
Furniture and house furnishings........... 4 —31.7 + 2.5 205 — —_ — —e 
Groceries and foods, except farm products. . 63 —18.4 — 8.3 2,972 25 —14.0 — 3.9 2,162 
en eee 30 —26.0 — 8.0 1,641 15 — 0.9 + 0.5 3,097 
Industrial supplies*......... Eaeaien en acwses 13 —29.7 + 1.7 244 9 —7.1 + 0.5 598 
Plumbing and heating supplies........:.... 21 —16.5 +18.0 670 18 —11.8 + 4.5 924 
Paper and its products..................... 6 — 4.4 + 5.5 324 — — — — 
Surgical equipment and supplies........... 5 —25.7 —19.1 55 — _ _ _ 
Tobacco and its products................... 11 — 0.4 — 2.3 762 4 + 2.7 — 6.2 75 
ee 113 —21.8 —10.8 7,906 65 —16.0 —1.3 10,333 
Drugs and drug sundries................... 15 —15.0 —13.2 1,125 9 — 8.8 — 0.9 2,056 
ee yaa cc vna-G'uieieatioe'e Wielcda 13 —19.6 —15.5 1,008 7 —36.7 —1.9 2,052 
I. con so sicpuncaanecaceeurs 8 —31.3 0.0 351 8 + 2.9 + 4.0 490 
Groceries and foods, except farm products. . 41 —20.8 — 9.0 2,586 21 —11.4 — 2.5 2,141 
CE III, nnn ccc caskoccceeseees 16 —25.9 —10.3 1,809 9 — 3.0 — 2.0 2,521 
IN. ic. co cckasacanecweaees 5 —32.4 — 9.4 144 _ — os a 
Wea I IIE Sonn nin a oc ccciccscvcneccsccs 147 —14.9 — 9.0 12,457 102 — 2.9 — 0.8 22,812 
Drugs and drug sundries................... 17 —1.2 — 9.7 1,998 14 + 6.9 — 1.5 4,891 
ec cus ocauasbiaverexse 12 —13.5 —21.1 940 11 —24.9 + 1.5 2,568 
SE ee 21 —26.6 — 4.7 1,008 15 — 8.0 — 3.8 1,119 
Furniture and house furnishings........... 4 —12.9 —17.9 271 — <n ‘oct at 
Groceries and foods, except farm products. . 39 —13.8 — 4.1 4,254 28 — 8.3 — 3.4 5,301 
COON IIIS oo oo ii a5 os is ccccsesccvess 21 —11.6 — 7.4 1,866 13 — 4.0 0.0 3,366 
Industrial supplies*.............. I a ahaa ted 6 —30.6 —16.5 1,060 5 + 3.7 + 2.1 2,384 
Machinery, equipment and supplies, 
os in Gy ch eneaaricd acdc ceses 5 —32.7 —26.6 391 _ at ome ne 
Surgical equipment and supplies........... 5 —15.9 —9.4 58 — _ _ — 
Tobacco and its products................... 6 +40.3 + 6.1 225 —_ ie 
Mane a ata nc edas hades eS 61 —15.8 — 2.8 4,980 38 — 4.7 — 1.6 6,969 
Automotive supplies. ....................-. 5 —20.0 + 2.1 48 — =< on ote 
Rn ong in caekennansdvere ss 12 —41.4 —49 444 9 + 1.3 + 1.3 628 
Groceries and foods, except farm products. . 9 + 8.6 —1.2 1,506 6 + 2.0 — 2.0 2,210 
II, og ic ccnsankeseacueteess 9 —20.8 + 6.1 829 6 — 9.3 — 0.4 1,336 
Pr ee ors oa ec ir enum 210 —18.6 — 2.2 20,700 122 — 6.1 — 0.8 33,173 
Automotive supplies. ...................05- 40 — 8.6 + 9.5 750 16 —0.1 + 1.5 1,116 
Shoes and other footwear................... 5 +13.4 — 5.3 161 4 — 9.0 — 3.7 366 
Drugs and drug sundries................... 10 — 8.6 — 7.4 4,001 8 —17.7 — 0.2 7,955 
oe cc ucncdscnenceoe ewes 12 —20.3 | + 0.4 860 6 —17.9 + 0.2 1,039 
ee eee ee eres 33 —30.3 + 5.3 2,406 30 — 0.7 — 2.9 4,248 
Farm products (consumer goods)........... 5 — 6.7 — 7.1 658 4 +15.4 —16.4 412 
Furniture and house furnishings........... 8 —30.8 — 6.3 429 —_ = —_ en 
Groceries and foods, except farm products. . 25 — 6.4 — 4.4 4,323 14 + 6.4 — 0.9 5,715 
CRUE III. oo oe 0's5'0'5.5 ccc cen sccesi 17 —27.8 —1.1 2,679 8 — 9.5 — 0.5 6,828 
Industrial supplies*.................see00e- 11 —24.3 + 9.3 246 8 + 8.4 — 4.0 363 
Plumbing and heating supplies............. 8 —53.7 + 6.2 395 4 —19.9 — 2.1 137 
Jewelry and optical goods. ................. 4 — 7.0 +12.6 107 —_ — — — 
Paper and its products.................++-- 6 —14.6 —15.1 146 — — —_ — 
___Tobacco and its products.................-- 7 —82 | —3.5 517 = _ _ — 








*This heading also includes distributors of mill, mine and steam supplies. ; 
#These Stock-Sales Ratios are percentages obtained by dividing Stocks by Sales for an identical group of firms. 


Stock-Sales Ratios# 


Apr. 
1938 


219 
150 
483 
333 
280 


168 


173 
169 
347 
131 


171 
325 
262 
277 


217 
670 


142 
64 


225 
340 
192 
258 
143 
168 
317 
355 
207 


208 
51 
228 


94 
228 
483 
121 


161 
299 
222 
341 
507 


78 


201 
104 
258 
350 
144 
153 
371 
266 
195 


66 


220 


261 
140 


287 
246 
275 
301 
131 


173 


Apr. 
1937 


154 
110 
334 
195 
240 


238 
166 
305 
114 


144 
311 
208 
188 


191 
308 


126 
89 


194 
264 


169 
111 


159 
301 


176 
300 


181 
54 
228 


87 
223 
516 
116 
248 
169 
319 
207 
289 
384 


84 


176 
145 
243 
376 
106 
142 
268 
214 
171 


63 


206 
220 
332 


157 
238 


213 
255 
353 
105 
162 
281 
190 


187 
87 


234 
280 


206 
263 
312 
291 
261 
130 

52 
148 
337 
186 


Mar. 


1938 


206 
168 


530 
378 
304 


175 
162 
293 
138 


173 
331 
270 
239 


223 
617 


130 
62 


225 
349 
182 
267 
143 
168 
327 
347 


418 


200 
57 


215 


95 
207 
387 


273 
171 
280 
257 
349 
451 


81 
192 


213 
351 
167 
147 
328 
274 
218 


81 


202 
208 
224 
134 
168 
274 


224 


233 
129 
175 
281 
244 


111 


207 
144 
199 
329 


230 
318 
233 
239 
265 


71 
162 
412 
259 








|\WHOLESALERS’ accounts receivable and collections, by geographic regions, April 1938 


Kind of Business and Region 


nee... 5 oat iee chet Ribs Grad shee aurea cs eee 
Electrical goods. . a Ppa 
Groceries and foods, except farm products. 
NE os enicsinopbes ie cee <n co 6 
Industrial supplies* * rides Miccecee awe 
Plumbing and heating supplies. . a tes <vidisseewceae ae 

I S000 cs Repan es sb ys seen dire ~ad ecinnesfeieskans Yedee 
Automotive supplies. . PERS ve tami kceines Peas thee 
Clothing and furnishings. ShaeAG ei hk wisereetenccs cc bRone 
eis I CNS nos is ck wae oes ccwevsstucsecdhs 
Drugs and drug sundries........... Lea Sh ORS 
Dry goods.... . oie ees Fb TRE OEL cee hoses ee 
Electrical goods . ee Neto) Paes. 
Farm products (consumer goods)... . Ges eset: cee 
Groceries and foods, except farm products. . 
General hardware...................... eeae dentate Sen 
sons 5S68 6 one 5 ke x5 eh ieiekaseweneacee kee 
Industrial supplies**........................ ey ee 
Plumbing and heating supplies..........................0.... 
ne ee ree eee 
Lumber and building material . See wR REE MERE OR eI 
I on abn cv ecve'ss cewe pe issonsecstecs me 
Surgical equipment te ee eee 
NG TD III ooo 55 os ve svesccnvucvencccespectes 


i ones chs ces i eakuicessbosesbabecececesbe 
so iainn buns enns > ksseddswcwcene en bh 
Cathie Ok PUPENNOINED. .... .... 2.50 ccceeesecceccsess sh 
Drugs and drugsundries.................. pan desesaeceseee 
eects Ksnaehs be stabs toscte sass code vacuwe seen 
I So i ae hh a eer ss cwn hc cceeeecke ne 
Groceries and foods, except farm products.................... 
Een, ce chk nove cine s kties +e5%5 oe 
I, OE. ok LG ab ubseees sukes coves shoe abs 
Plumbing and heating supplies........................2...... 
— LUGS. 5 UN ieee ocvcpavesdewesesercker 

oe a ows ines dd dose nwn Genny eano ete 
Tobe co and its products. . Ree ree we om Oe ee 
tome eS kins chakicseectissdunsash soot 


NG io 5 0a bles Xvh 000590 sh edehin case es wecscewycos cee 
INNO 53 5 0:55 b 050s 5555's scone Swasssececnnnbe 
Clothing and SareNenngD. . . Meri ORCES cnaneeeteutene scot 
Shoes and other footwear..................... sanakeeeatccre 
Drugs and drug oe. Pete ee Oe eon A ee 
Dry goods.. UGLEL MOP ECR wkashnuh eae sas esa anten 
Electrical goods... fa Se PN Ee 
Furniture and house RAIN eons er ee a 8 
Groceries and foods, except farm MERI fod gos ae 
oe a en Susi aaabinveaeek 
Heavy hardware. . CAREC DUn uncut ine ebererertieek 
Industrial supplies* eres er ciicd meh aerate we cus aint 
Plumbing and heating supplies. .. + Kaa Ge een be wkel 
Jewelry and optical goods. . REC aed. he te Se 
Eurgical equipment and Soe te ae 


South Atlantic............ PERERR TRE CREME Shs NWec ann ge SEERA RESORT 
IN 56h ino pein do sncis-sshascdingucexkeaee 
EE techs thst saknk ehhh SoCs pens hae'ee sew aS car seek 
Electrical I US SOS ils ao we dana ice Ue baie SU Ree 
Groceries and a except farm products.................... 
SS RE SEE EE IIE Le PE 
Industrial supplies WARES LAR Ee AES SE See ne Pa 
Plumbi RT ose os. oleh webessaste house ee 
NNN oo a5 52 < be cua seb es sce cc se deiesden sone 
Surgical equipment and supplies............................. 
EIN os ss boss vee bana nace ucuascyesoncen 


eo. Co can wad hac abuaxbenahadseeeee 
NS, 5 cis cao acs cubs saves eaucssscceneste 
RL Seo tse eat hi soe cess asd seeks ss54a0Geneah de cseee 
Electrical Re Oe hE oe an eons can a5 sab uencachhecone 
Groceries and foods, except farm products.................... 
EE ani non en ccesethacenah is avectnnnenstsenee 
re, ook LS Chueh onh wv cbuaneeseneheiescne te 


West South Central....... Rakes ensue paneer shure atnctoecaarernacee 
IIR. 5 8. os cw ine boron tes seensenbenees en 
oir k neh ihunsinuedeuereessuwns seees beeen 
None nee ehb he bce bebe ehsdevencnnee 
Furniture and house f urnishings. 
Groceries and foods, except farm products 
ee ae ce Chu ck a wiascidiw gekw ened 
EN TE 
Machinery, equipment and supplies, except electrical......... 
Surgical equipment and supplies.................... kee 
EL ocd ack kaw see buds anbaskspeowee 





S.C nt wei wapa dns pbuh sats chacs tonnes 
Groceries and foods, except farm products.................... 
Ce 6. olin dex sheabs sunuscavaecnensosnedt 


a ere nets Sh bas iKkecescebbenstauesbieskgeycsueee 
I og 1G ss Sete na Was wunen dh bac kReSGEE 
NN IIE 5 ns s pn cicwss'vsssawneasicdsscevede 
ID, i hwo via cnscbiahssanevoeesnnnesscee 
es ghana oka cose saa the hn tse deevscves eer 
a i a ote ag Fee ck Oe A tcc cae 
Farm products (consumer oods). . Peete Panitad be acatbeic asin 
Furniture one house furnishings. iene nscteeScnckeeeeie 
Groceries and foods, except farm products. Show tkdssionacateee 
todas cn kt hen ch cmbapvees ciscsnweiewes 
cic ako cabanas suudde shh etnawaae 
Paper and and ne supplies Wee eee Ee uae tA ee 

“y i is ER Ae ST ET ee eee, teeta, 8 
To IR nish ns ing sewn anh chacacAncescckete 





*Collection percen’ represent the percent of total dollar collec 


ntages 
**This heading also includes distributors of mill, mine and steam 
STATES COMPRISING REGIONS: 
New E oem, Me., Mass., N. H., R. L., Vt.) 
Middle Atlantio—(N. J., N. Y., Pa. 
East North ace ait Ind., Mia. pone, wn 


Number of 
firms 
reporting 

87 62 
29 75 
7 67 
5 48 
13 4u 
9 45 
358 74 
6 43 
4 49 
9 45 
22 63 
16 48 
65 74 
5° 133 
45 97 
27 42 
10 68 
37 54 
42 49 
15 20 
5 56 
12 61 
6 32 
14 132 
299 67 
24 56 
4 52 
20 81 
10 44 
49 63 
60 92 
19 52 
27 64 
8 58 
14 18 
13 62 
22 121 

4d 
191 69 
8 52 
7 52 
6 49 
15 74 
9 49 
29 61 
8 52 
35 114 
14 49 
5 51 
11 58 
12 49 
4 34 
5 47 
194 68 
20 87 
10 41 
38 84 
39 106 
27 45 
10 60 
20 58 
4 63 
4 58 
6 87 
90 60 
12 63 
13 40 
7 88 
28 90 
12 53 
4 59 
130 63 
16 73 
12 37 
17 85 
4 60 
33 90 
20 54 
5 51 
4 28 
5 39 
4 92 
52 70 
12 75 
7 90 
7 44 
169 71 
21 55 
5 39 
7 80 
11 54 
29 73 
5 141 
8 54 
23 111 
15 47 
ll 55 
s 63 
5 58 
5 107 


supplies. 


West North Central— is Kane. Minn. or .. Dak., S. Dak.) 
Gan tide “N. Car 8. Car 


South Atlantico—(Del., D 










Total Accounts Receivable 
Apr. 1, 1938 from As of Apr. 
1, 1938 
Apr. 1 Mar. 1, (000’s) 
7 1938 
—17.6 + 2.0 $5,119 
—34.1 — 2.3 1,345 
0.0 + 1.3 609 
—28.2 + 4.2 125 
—15.7 + 5.8 344 
—18.0 + 3.7 443 
—12.2 + 2.5 40,192 
— 4.6 — 2.0 145 
+ 7.3 + 4.9 1,960 
—12.6 + 9.1 1,734 
— 2.2 + 1.9 5,814 
—24.4 — 6.9 2,158 
—25.4 + 3.4 4258 
—1.1 —1.1 374 
— 8.2 — 3.7 6,639 
— 5.1 +12.0 3,637 
—17.9 + 7.3 573 
—23.5 + 8.5 1,813 
—22.0 + 5.7 1,989 
—19.4 — 2.3 880 
—14.3 +13.8 ~ 281 
—22.2 + 2.7 1,439 
— 2.5 + 2.6 198 
+11.9 + 8.6 2,840 
—12.1 + 2.0 34,504 
— 0.2 + 6.1 469 
— 0.6 +25.4 321 
— 4.2 —0.4 3,098 
—13.2 + 4.5 2,013 
— 5.4 —1.2 5,655 
— 7.2 + 1.2 6,590 
—15.8 + 5.8 7,186 
—38.8 + 0.5 1,409 
—20.2 — 3.2 485 
— 0.3 + 3.8 1,209 
—20.8 + 2.7 2,051 
+ 2.4 + 0.6 1,051 
—13.8 — 8.5 119 
— 7.8 + 9.5 41,842 
+ 3.1 + 6.0 426 
+ 5.6 +26.8 397 
— 4.4 +19.7 8,629 
+ 5.1 + 4.1 2,933 
—23.8 + 4.5 6,949 
+19.2 + 7.6 2,296 
—20.0 +12.7 2,166 
— 3.1 + 2.5 3.878 
— 6.3 + 5.0 6,198 
— 5.6 +14.5 134 
—25.3 + 6.8 535 
— 4.8 +10.4 616 
— 1.7 + 2.7 116 
— 4.3 + 1.1 89 
—12.1 + 2.5 14,794 
+ 1.2 + 1.3 2,023 
—17.2 + 0.1 1,538 
—27.7 + 0.2 1,831 
—12.6 + 1.7 1,604 
— 8.7 + 1.3 3,302 
—20.7 —1.9 361 
—13.7 + 3.6 1,019 
— 5.9 + 5.0 336 
—22.0 + 8.5 64 
— 6.4 — 2.6 382 
—16.4 + 2.2 10,778 
—10.8 + 3.3 1,586 
—17.0 + 2.0 2,541 
—41.8 —13.1 312 
—11.4 + 0.2 2,117 
—16.5 + 2.8 2,521 
—30.3 — 4.1 260 
— 3.3 + 1.7 17,484 
+ 7.9 + 1.6 2,687 
— 5.3 + 2.3 2,819 
—10.5 +11.5 863 
—14.9 + 5.5 495 
— 7.2 + 1.3 4,243 
+ 1.7 + 0.8 2,880 
—13.1 + 2.7 1,582 
+ 5.7 — 7.2 1,188 
—11.3 + 2.9 141 
+15.2 + 8.2 106 
—1.7 +11.0 5,018 
—22.7 + 2.1 581 
+29.1 + 6.8 1,250 
— 9.7 +13.9 902 
—14.3 + 3.1 24,196 
—12.3 + 4.5 718 
— 3.6 +13.2 402 
— 1.7 — 1.6 3,945 
—22.9 + 5.9 1,321 
—29.0 — 5.7 2,669 
+ 9.4 — 2.8 384 
—224.3 + 4.0 777 
— 2.3 + 0.2 3,247 
—13.8 + 8.8 5,298 
—24.3 + 4.6 339 
6.2 + 6.1 555 
—10.2 —12.2 238 
+ 8.8 + 2.8 334 


tions reported to the total of accounts receivable reported by the same firms. 


me South Central—(Ala., Ky.» Mis., Tenn.) 
est South Central tral—(Ark., La. Okia., 


oo 


z., Colo., Idaho, 


Pacifico—(Cal., Ore., Wash.) 


Texas) 
‘Mont...’ Nev., N. Mex., Utah, Wyo.) 








